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Highlights 


January 2004: budgetary surplus of $346 million 


There was a budgetary surplus of $346 million in January 2004, up $257 million from the restated 
surplus of $89 million in January 2003. On a year-over-year basis, budgetary revenues were up 
$284 million, while program expenses were up $171 million. Public debt charges were $144 million lower. 


April 2003 to January 2004: budgetary surplus of $5.5 billion 


The budgetary surplus is estimated at $5.5 billion for the April 2003 to January 2004 period, down 

$1.7 billion from the surplus of $7.2 billion reported in the same period of 2002-03. On a year-over-year 
basis, budgetary revenues were up $2.9 billion or 2.0 per cent, due primarily to the strength of personal 
and corporate income taxes, offset to some extent by lower excise taxes and duties. The overall weakness 
in revenue growth this year reflects the economic impacts of a number of domestic shocks that hit the 
Canadian economy in 2003. Program expenses were up $6.0 billion, or 5.7 per cent, primarily due to new 
spending initiatives announced in recent budgets and higher operating costs. Public debt charges were 
down $1.5 billion, or 4.8 per cent, reflecting lower interest rates. 


January 2004: budgetary results 


The January 2004 budgetary surplus of 

$346 million was up $257 million from the 
$89-million surplus reported in January 2003, 
as higher income taxes and lower public debt 
charges more than offset declines in other 
revenue sources and higher program expenses. 


On a year-over-year basis, budgetary revenues, at 


$14.6 billion, were up $0.3 billion, or 2.0 per cent. 


¢ Personal income tax revenues were up 
$0.2 billion or 3.4 per cent, primarily reflecting 
growth in source deductions due to growth in 
employment and personal income. 


¢ Corporate income tax revenues increased by 
$0.3 billion, or 17.4 per cent, to $1.9 billion 
due to an increase in gross receipts. 


¢ Excise taxes and duties decreased by 
$0.2 billion, or 6.2 per cent, with all 
components lower. Goods and services tax 
(GST) revenues declined $0.1 billion, or 
5.6 per cent. Although refunds were down 
sharply, gross receipts were also down for 


both domestic sales and imported goods as 

a result of the weakness in retail sales in 
December. Customs import duties were down 
19.3 per cent, while sales and excise taxes 
were down 3.3 per cent. 


¢ Employment insurance (EI) premiums 
were down 2.2 per cent, as the reduction in 
premium rates (the employee rate for 2004 is 
$1.98 per $100 of insurable earnings compared 
to $2.10 in 2003) offset the increase in 
employment and thus the number of people 
paying premiums. 

¢ Other revenues, consisting of revenues from 
Crown corporations, sales of goods and services 
and foreign exchange revenues, were up 
$0.1 billion or 13.2 per cent. This category of 
revenues is quite volatile on a monthly basis. 


On a year-over-year basis, program expenses in 
January 2004, at $11.3 billion, were $0.2 billion, 
or 1.5 per cent, higher than in January 2003. 
Transfer payments were 0.5 per cent higher while 
other program expenses were up 3.8 per cent. 
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Transfer payments were up 0.5 per cent, on 

a year-over-year basis, as increases in transfers 
to persons and other levels of government were 
largely offset by declines in subsidies and 
other transfers. 


¢ Major transfers to persons, consisting of 
elderly and EI benefits, were up 3.3 per cent. 
Elderly benefits increased 4.0 per cent due to 
both higher average benefits, which have risen 
because of higher inflation in early 2003, 
and an increase in the number of individuals 
eligible for benefits. EI benefit payments were 
up 2.3 per cent, primarily reflecting an 
increase in average benefits. 


¢ Major transfers to other levels of government, 
consisting of the Canada Health and Social 
Transfer (CHST), fiscal transfers and Alternative 
Payments for Standing Programs, were up 
9.2 per cent. The year-over-year increase is 
primarily attributable to higher CHST cash 
transfers, reflecting the February 2003 
agreement reached by first ministers to increase 
funding from $18.6 billion in 2002-03 to 
$20.3 billion in 2003-04. Fiscal transfers, 
which consist of equalization, payments to the 
territorial governments, statutory subsidies and 
recoveries under the Youth Allowance Recovery 
Program, were up 7.4 per cent. Equalization 
entitlements, the largest component of fiscal 
transfers, are based on the official estimates as 
of September 2003. The February 2004 results 
will reflect the recently revised estimates 
for 2003-04. 


¢ Subsidies and other transfers decreased 
$0.3 billion, or 14.2 per cent, led by decreases 
in agricultural subsidies, transfers to Aboriginals 
and industrial and regional development 
transfers. The year-over-year decline primarily 
reflects the timing of payments. 


Other program expenses consist of operating 
expenses for departments and agencies, 

including defence and Crown corporations. On 

a year-over-year basis, these expenses were up 
3.8 per cent, as increases in defence spending and 
all other departmental and agency expenses more 
than offset a decline in overall transfers to 

Crown corporations. 


Public debt charges were down 4.6 per cent, 
primarily reflecting a decline in the average 
effective interest rate on interest-bearing debt. 


April 2003 to January 2004: 
budgetary results 


In the first 10 months of the 2003-04 fiscal year, 
there was a budgetary surplus of $5.5 billion—a 
year-over-year deterioration of $1.7 billion from 
the surplus of $7.2 billion reported in the same 
period of 2002-03. The lower surplus reflects the 
impact on revenues of the weakness in economic 
activity due to a series of shocks that have hit the 
Canadian economy and the impact of spending 
initiatives and tax reductions announced in 
previous budgets. 


On a year-over-year basis, budgetary revenues, 
at $146.6 billion, were up $2.9 billion, or 
2.0 per cent. 


¢ Personal income tax revenues were up 
$1.1 billion, or 1.6 per cent, due to higher 
tax remittances from employment income, as 
employment, and therefore the number of 
Canadians paying taxes, was up over last year. 
This was dampened by the impact of tax 
reduction measures announced in previous 
budgets. In addition, the growth is personal 
income tax revenues was affected by moderate 
growth in personal income. Personal income 
advanced 2.7 per cent in 2003, down from 
3.3 per cent in 2002, reflecting the impact of the 
shocks that hit the Canadian economy in 2003. 
On balance, the growth in personal income 
taxes to date is in line with the growth in 
personal income, adjusted for the impact of 
the tax reduction measures announced in 
previous budgets. 


Revenues and expenses 
(April 2003 to January 2004) 


$ billions 


Revenues 


Expenses 


Subsidies and 
other transfers 


Other revenues 11.6 426 
El premiums 14.0 
{ Transfers to other 
Corporate ie ~ levels of gov’t 
income taxes °* 


Public 


ces debt charges 


Excise taxes 


and duties Sai 


34.4 Transfers 
to persons 


Personal 


income taxes se 


40.4 Other program 
expenses 


146.6 144.1 
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¢ Corporate income taxes increased $3.7 billion, 
or 24.8 per cent, due to the strong increase 
in corporate profits in 2003 and lower refunds. 
Corporate profits advanced 10.1 per cent in 
2003, up from an increase of 4.3 per cent 
in 2002. 


¢ Excise taxes and duties were down $1.4 billion. 
On a year-over-year basis, GST revenues fell 
5.6 per cent, reflecting declines in gross GST 
receipts from imports and weakness in gross 
receipts from domestic sales. In addition, 
rebates are up strongly, reflecting strong 
growth in residential construction and increased 
spending in the municipal, university and 
hospital sector. Sales and excise taxes were up 
3.2 per cent, while customs import duties were 
down 9.7 per cent, reflecting lower imports 
subject to import duties. 


¢ EI premiums were down 3.5 per cent, as the 
reduction in premium rates more than offset 
the impact of the increase in the number of 
people employed. 


¢ Other revenues were up 0.4 per cent. 
On a year-over-year basis, program expenses in 
the April 2003 to January 2004 period were up 


$6.0 billion, or 5.7 per cent, over the same period 
of 2002-03. 


Budgetary balance 
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Transfer payments increased by $3.9 billion, 
OF. Sper cent, 


¢ Major transfers to persons were up $1.4 billion, 
or 4.3 per cent. Elderly benefits increased 
4.9 per cent, while EI benefits were up 
3.4 per cent due to a rise in the number of 
beneficiaries and an increase in average 
weekly benefits. 


¢ Major transfers to other levels of government 
increased by $1.4 billion, or 6.1 per cent, 
primarily reflecting higher entitlements under 
the CHST program. 


¢ Subsidies and other transfers increased by 
$1.1 billion, or 9.4 per cent, primarily reflecting 
the impact of budget measures and increased 
assistance to farmers. 


Other program expenses increased by $2.1 billion, 
or 5.6 per cent, with all components higher. 

The increases in Crown corporation expenses, 
defence and all other departmental and agency 
program expenses are primarily due to the impact 
of increased operating costs as well as policy 
initiatives announced in previous budgets. 


Public debt charges were down 4.8 per cent, 
primarily reflecting a decline in the average 
effective interest rate on interest-bearing debt. 


Federal debt (accumulated deficit) 
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Financial requirement of $3.1 billion 
for April 2003 to January 2004 


The budgetary balance is presented on a full 
accrual basis of accounting, recording government 
assets and liabilities when they are receivable or 
incurred, regardless of when the cash is received or 
paid. In contrast, the financial source/requirement 
measures the difference between cash coming in to 
the Government and cash going out. This measure 
is affected not only by changes in the budgetary 
balance but also by the cash source/requirement 
resulting from the Government’s investing 
activities through its acquisition of capital assets 
and its loans, financial investments and advances, 
as well as from other activities, including payment 
of accounts payable and collection of accounts 
receivable, foreign exchange activities, and the 
amortization of its tangible capital assets. The 
difference between the budgetary balance and 
financial source/requirement is recorded in 
non-budgetary transactions. 


Non-budgetary transactions resulted in a net 
requirement of $8.7 billion in the first 10 months 
of 2003-04, up $0.3 billion from the requirement 
in the same period of 2002-03. Accounts payable, 
receivables, accruals and allowances increased by 
$2 billion, primarily reflecting cash transfers to 

the trust funds established in the 2003 budget for 
the CHST cash supplement ($2.5 billion) and the 
Diagnostic/Medical Equipment Fund ($1.5 billion). 
The liability for these trust funds was established 
in 2002-03 and affected the budgetary balance 

in that year. However, the cash payments to these 
trusts affect non-budgetary transactions and 
financial requirements this year. The overall impact 
of these payments on non-budgetary transactions 
was partially offset by an increase in net funds 
from foreign exchange activities. 


With a budgetary surplus of $5.5 billion and 

a net requirement of $8.7 billion from 
non-budgetary transactions, there was a financial 
requirement of $3.1 billion in the April 2003 to 
January 2004 period. 


Net financing activities down $7.9 billion 


This financial requirement of $3.1 billion was 
financed by a reduction in the Government’s cash 
balances. In addition, there was a decrease of 
$7.9 billion in net financing activities, primarily 


through a decrease in unmatured debt transactions, 
particularly in marketable bonds. As a result, 

cash balances declined by $11 billion. The level 

of cash balances varies from month to month based 
on a number of factors including periodic large 
debt maturities, which can be quite volatile on 

a monthly basis. Cash balances at the end of 
January 2004 stood at $3.7 billion. 


Note to readers 


Beginning with the April 2003 Fiscal Monitor, 

the financial results are presented on a full accrual 
basis of accounting. This has necessitated a recasting 
of the previously published monthly financial results 
for 2002-03. It has also resulted in a number of 
classification and terminology changes. 


In the 2003 budget the Government implemented 
its commitment to present its financial statements 
on a full accrual accounting basis. Previously the 
Government’s financial statements were prepared 
under modified accrual accounting. Full accrual 
accounting provides a more comprehensive 
reporting of assets and liabilities and a more 
transparent picture of the Government’s financial 
position. Under full accrual, the budgetary balance 
is now more reflective of current economic 
developments, rather than being influenced 

by prior-year developments. It is the accounting 
standard recommended for senior levels of 
government in Canada by the Public Sector 
Accounting Board of the Canadian Institute of 
Chartered Accountants and has been strongly 
recommended by the Auditor General of Canada 
and the House of Commons Standing Committee 
on Public Accounts. 


The shift to full accrual accounting primarily 
affects tax revenues and non-financial, or capital, 
assets. Tax revenues are now accounted for in the 
period to which they relate, not when they are 
received, as was the case under modified accrual. 
Under full accrual, the costs of capital assets are 
now being spread over the useful lives of these 
assets. Under modified accrual, such costs were 
recognized in the year of purchase. For more 
information on the implementation and effects of 
full accrual accounting, please refer to Annex 6 of 
The Budget Plan 2003, which is available at 
www.fin.gc.ca. 
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Table | 
Summary statement of transactions 


January April to January . 
2003 2004 2002-03 2003-04 


($ millions) 


Budgetary transactions 


Revenues 14,363 14,647 143,754 146,629 
Expenses 
Program expenses -11,138 -11,309 -105,514 Sr 535 
Public debt charges -3,136 -2,992 -31,024 -29,545 
Budgetary balance (deficit/surplus)' 89 346 7216 5,549 
Non-budgetary transactions 232 Py Dioes | -8,381 -8,686 
Financial source/requirement 2,421 aH) -1,164 -3,137 
Net change in financing activities -1,434 -6,186 -5,964 -7,897 
Net change in cash balances 987 -3,613 -7,126 -11,034 
Cash balance at end of period 4,822 3,666 


Note: Positive numbers indicate net source of funds. Negative numbers indicate net requirement for funds. 


' Under modified accrual, a surplus of $18 million was recorded for January 2003. 


Table 2 
Budgetary revenues 
January April to January 
2003 2004 Change 2002-03 2003-04 Change 
($ millions) (%) ($ millions) (%) 
Tax revenues 
Income taxes 
Personal income tax 6,455 6,676 3.4 66,457 67,543 1.6 
Corporate income tax 1,587 1,863 17.4 14,962 18,668 24.8 
Other income tax revenue 562 469 -16.5 210 2,493 -().7 
Total income tax 8,604 9,008 a 83,929 88,704 Sa 
Excise taxes and duties 
Goods and services tax 2395 Delet -5.6 25.533 23,902 -5.6 
Customs import duties 254 205 -19.3 2,663 2,406 -9.7 
Sales and excise taxes 749 724 -3.3 7,934 8,188 Ses 
Air Travellers Security Charge Zo 23 -20.7 320 33) 3:1 
Total excise taxes and duties Sheree) 3,176 -6.2 50255 34,831 -3.9 
Total tax revenues 11,991 12,184 1.6 120,184 i283) 2.8 
Employment insurance premiums 1,442 1,410 -2.2 14,474 13,962 =) 
Other revenues 930 1053 132 9,096 0.132 (0.4 


Total budgetary revenues 14,363 14,647 PW, 143,754 146,629 2.0) 
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Table 3 
Budgetary expenses 


January April to January 
2003 2004 Change 2002-03 2003-04 Change 
($ millions) (%) ($ millions) (%) 
Transfer payments 
Transfers to persons 
Elderly benefits 2178 2,205 4.0 pA Wess fo: 22,389 4.9 
Employment insurance benefits 1,407 1,439 Pe 11,646 12,041 3.4 
Total 3 co) 3,704 a 32,998 34,430 4.3 
Transfers to other levels of government 
Canada Health and Social Transfer 1,550 1,691 orl 15,500 16,916 veil 
Fiscal transfers 721 781 7.4 0356 O332 -0.3 
Alternative Payments for 
Standing Programs -210 -214 1.9 -2,101 -2,116 0.7 
Total 2,067 2,290 Se Da 1IS 24,132 6.1 
Subsidies and other transfers 
Agriculture 328 135 -58.8 694 1,091 7.2 
Foreign Affairs DIS 317 40.9 1,285 621 26sl 
Health 192 [So 5.0 1,244 1,432 | eI 
Human Resources Development 116 178 53.4 207 1,164 -3.6 
Indian and Northern Development 393 332 Ale 3,388 3,519 oo 
Industry and Regional Development [52 83 -45.4 1,482 roe 6.4 
Other Sil 405 -21.7 POE Z2N8 -0.8 
Total 8) 1,649 -14.2 P5339 12,622 9.4 
Total transfer payments TTS T6lgd 0.5 67,288 71,184 Bes 
Other program expenses 
Crown corporation expenses 
Canadian Broadcasting Corporation 78 89 14.1 914 970 6.1 
Canada Mortgage and 
Housing Corporation 159 158 -0.6 Sits: 1,699 JES! 
Other 164 121 -26.2 cbs) 1,854 12.0 
Total 401 368 -8.2 4,147 4.523 O71 
Defence 695 810 16.5 8,970 9,588 6.9 
All other departments and agencies 2,467 2,2) 2-1 SENOS) 26,240 4.5 
Total other program expenses S109) 3,698 3.8 38,226 40,351 5.6 
Total program expenses Bi Sye) 1309 ES) 105,514 fad 555 ST! 
Public debt charges Selliaves 2,992 -4.6 31,024 29,545 -4.8 
Total budgetary expenses 14,274 14,301 0.2 136:535 141,080 oie, 
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Table 4 
Budgetary balance and financial source/requirement 


January April to January 
2003 2004 2002-03 2003-04 


($ millions) 


Budgetary balance (deficit/surplus) 89 346 P2N6 5,549 


Non-budgetary transactions 
Capital investing activities -283 -185 -1,823 -1,364 
Other investing activities -32] -37] -1,012 -917 
Other activities 
Accounts payable, receivables, accruals 


and allowances Z.O12 PETAL -8,615 -10,609 
Foreign exchange activities -146 -166 654 1,799 
Amortization of tangible capital assets 270 239 2,415 2,405 
Total other activities 2,936 Ped ove. -5,546 -6,405 

Total non-budgetary transactions ISO y DPE -8,381 -8,686 
Net financial source/requirement 2,421 DOTS -1,164 26); lei! 
Table 5 
Financial source/requirement and net financing activities 
January April to January 
2003 2004 2002-03 2003-04 


($ millions) 


Net financial source/requirement UAE | 215 -1,164 “Bil Gil 


Net increase (+)/decrease (-) in financing activities 
Unmatured debt transactions 
Canadian currency borrowings 


Marketable bonds -460 -60 -9,317 =hZe213 
Treasury bills -1,350 -6,600 8,800 5,600 
Canada Savings Bonds -d4 52 -1,701 -1,534 
Other -| 0 -19 9] 

Total -1,855 -6,628 -2,237 -8,056 
Foreign currency borrowings -83 124 -2,345 -383 
Total -1,938 -6,504 -4,582 -8,439 
Pension and other accounts 504 318 -1,382 542 
Net change in financing activities -1,434 -6,186 -5,964 -7,897 


Change in cash balance 987 -3,613 -7,126 -11,034 
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Table 6 
Condensed statement of assets and liabilities 


March 31, 2003 January 31, 2004 Change 
($ millions) 
Liabilities 
Accounts payable, accruals and allowances 79,384 71,898 -7,486 
Interest-bearing debt 
Unmatured debt 
Payable in Canadian dollars 
Marketable bonds 288,245 276,032 a122213 
Treasury bills 104,411 110,011 5,600 
Canada Savings Bonds 22,584 21,050 -1,534 
Other 337k 3,462 9] 
Subtotal 418,611 A055 -8,056 
Payable in foreign currencies 21,141 20,757 -384 
Total unmatured debt 439,752 212M lee 1 -8,440 
Pension and other accounts 
Public sector pensions 125,708 127.739 PLAV ER 
Other employee and veteran future benefits 38,844 38,845 1 
Canada Pension Plan (net of securities) 7,093 Setoull S -1,278 
Other pension and other accounts sey 9,147 -212 
Total pension and other accounts 181,004 181,546 542 
Total interest-bearing debt 620,756 612,858 -7,897 
Total liabilities 700,140 684,756 -15,384 
Financial assets 
Cash and accounts receivable 62,626 SAS 2A -8,305 
Foreign exchange accounts 48,950 47,151 Aliso) 
Loans, investments and advances (net of allowances) 23,748 25,079 133% 
Total financial assets 1355324 126,551 -8,773 
Net debt 564,816 598,205 -6,611 
Non-financial assets 54,240 S378 -1,062 
Federal debt (accumulated deficit) SLOG 505.0277 -5,549 


For additional copies or subscription inquiries, please contact the Distribution Centre at (613) 995-2855. 


For other inquiries about this publication, contact Peter DeVries at (613) 996-7397. 


Also available on the Internet (including advance tentative release dates) at www.fin.gc.ca. 


Ce document est également offert en francais. 
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Highlights 


February 2004: budgetary surplus of $3.2 billion 


There was a budgetary surplus of $3.2 billion in February 2004, down $0.7 billion from the restated 
surplus of $4.0 billion in February 2003. Typically, a large surplus is recorded in February, reflecting the 
inclusion of final corporate income tax payments from those corporations with a taxation year ending 
December 31. On a year-over-year basis, the deterioration in the budgetary surplus was attributable to 

a decline in goods and services tax (GST) revenues and an increase in program expenses. 


April 2003 to February 2004: budgetary surplus of $8.8 billion 


The budgetary surplus is estimated at $8.8 billion for the April 2003 to February 2004 period, down 

$2.4 billion from the surplus of $11.2 billion reported in the same period of 2002-03. Budgetary revenues 
were up $2.8 billion or 1.8 per cent, due to the strength of corporate income taxes (up $4.1 billion). 

The weakness in other revenue sources reflects the economic impacts of a number of domestic shocks 
that hit the Canadian economy in 2003. Program expenses were up $6.8 billion, or 5.9 per cent, primarily 
due to new spending initiatives announced in recent budgets. Public debt charges were down $1.6 billion, 
or 4.8 per cent, reflecting lower interest rates and a decline in the stock of interest-bearing debt. 


Expected Budgetary Surplus Outcome for 2003-04: $1.9 billion 


Still to come are the March monthly results and the normal end-of-year adjustments, which typically lower 
the year-to-date surplus. In addition, the results to date do not include the impact of the policy initiatives 
announced in the 2004 budget, which totalled $3.6 billion. Taking these factors into account, the results to 
date are consistent with the expected outcome of $1.9 billion for 2003-04, as set out in the 2004 budget. 


February 2004: budgetary results Corporations are required to file monthly 
instalments based on either their previous year’s 
actual tax liability or their current year’s 
estimated tax liability. They have 60 days from 
their year-end to pay any taxes owing. Typically, 


The February 2004 budgetary surplus of 
$3.2 billion was down $0.7 billion from the 
$4.0 billion surplus reported in February 2003. 


On a year-over-year basis, budgetary revenues, about one-fifth of total corporate income tax 

at $17.4 billion, were down $53 million, or revenues are received in the month of February, 

0.3 per cent. resulting in a large surplus in that month. 

¢ Personal income tax revenues were up ¢ Excise taxes and duties decreased by 
$0.5 billion, or 6.9 per cent, primarily reflecting $0.4 billion, or 11.7 per cent, primarily due 
growth in source deductions due to gains in to a $0.4-billion decline in GST revenues. 
employment and, hence, personal income. GST revenues were down because of a sharp 

* Corporate income tax revenues increased by decline in gross receipts from domestic sales and 
$0.4 billion, or 9.0 per cent, due to higher an increase in refunds and rebates. Customs 
settlement payments from corporations with import duties were down 11.9 per cent, while 
a taxation year ending December 31. sales and excise taxes were up 5.4 per cent. 
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¢ Employment insurance (EI) premiums were down 
10.8 per cent, as the reduction in premium rates 
(the employee rate for 2004 is $1.98 per $100 of 
insurable earnings compared to $2.10 in 2003) 
more than offset the increase in employment and 
thus the number of people paying premiums. 


¢ Other revenues, consisting of revenues from 
Crown corporations, sales of goods and services 
and foreign exchange revenues, were down 
$0.3 billion, or 28.1 per cent. This category of 
revenues is quite volatile on a monthly basis. 


On a year-over-year basis, program expenses in 
February 2004, at $11.2 billion, were $0.8 billion, 
or 7.9 per cent, higher than in February 2003. 
Transfer payments were 5.8 per cent higher while 
other program expenses were up 12.4 per cent. 


The increase in transfer payments, on a year-over- 
year basis, is due to higher transfers to persons and 
increased subsidies and other transfers. 


¢ Major transfers to persons, consisting of elderly 
and EI benefits, were up 10.6 per cent. Elderly 
benefits increased 4.3 per cent due to both higher 
average benefits, which have risen because of 
higher inflation in early 2003, and an increase in 
the number of individuals eligible for benefits. 
EI benefit payments were up 20.7 per cent, 
mainly because of an extra payment cycle in 
February 2004 compared to last year. 


¢ Major transfers to other levels of government, 
consisting of the Canada Health and Social 
Transfer (CHST), fiscal transfers and Alternative 
Payments for Standing Programs, were down 
2.9 per cent. Although CHST payments were up 
as a result of the February 2003 First Ministers’ 
Accord on Health Care Renewal, fiscal transfers 
were lower. Fiscal transfers consist of 
equalization, payments to the territorial 
governments, statutory subsidies and recoveries 
under the Youth Allowance Recovery Program. 
In February 2004, official estimates of 2003-04 
equalization entitlements, the largest component 
of fiscal transfers, were revised downward, as 
tax data for 2002 received in late January 2004 
indicated that income growth in Ontario 
had been significantly lower than previously 
estimated. This reduced the fiscal disparities 
among the provinces, thereby resulting in lower 
equalization entitlements. The net impact of these 
revisions is being prorated among the remaining 
periods of 2003-04. 


¢ Subsidies and other transfers increased 
$0.1 billion, or 6.3 per cent. Transfers were up 
strongly in Human Resources Development 
because of the timing of payments under the 
various student assistance programs, and in 
Industry and Regional Development because of 
increased grants awarded by the Social Sciences 
and Humanities Research Council of Canada. 
These increases, however, were partly offset by 
a decrease in Agriculture, which was due to a 
large payment in February 2003 to the Crop 
Reinsurance Fund. 


Other program expenses, which consist of operating 
expenses for departments and agencies, including 
defence and Crown corporations, were up 

12.4 per cent year-over-year because of increases in 
non-defence departmental and agency expenses. 


Public debt charges were down 4.7 per cent, 
primarily reflecting a decline in the average 
effective interest rate on interest-bearing debt. 


April 2003 to February 2004: 
budgetary results 


In the first 11 months of the 2003-04 fiscal year, 
there was a budgetary surplus of $8.8 billion— 

a year-over-year deterioration of $2.4 billion from 
the surplus of $11.2 billion reported in the same 
period of 2002—03. The lower surplus reflects the 
impact on revenues of the weakness in economic 
activity due to a series of shocks that hit the 
Canadian economy and the impact of spending 
initiatives and tax reduction measures announced 
in previous budgets. 


Revenues and expenses 
(April 2003 to February 2004) 


$ billions 


Revenues Expenses 


Other revenues 12.6 4.2 Subsidies and 
“other transfers 
El premiums 15.7 
Transfers to other 


26.1 Ievels of gov’t 


Corporate 


income taxes 29:9 


Public 


aes debt charges 


Excise taxes 
and duties 


Transfers 
to persons 


38.4 


Personal 
income taxes 


Other program 
expenses 


164.1 155.3 
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On a year-over-year basis, budgetary revenues, 
at $164.1 billion, were up $2.8 billion, or 
1.8 per cent. 


Sales and excise taxes were up 3.4 per cent, 
while customs import duties were down 


¢ Personal income tax revenues were up 


$1.6 billion, or 2.1 per cent, due to higher tax 
remittances from employment income, as 
employment, and therefore the number of 
Canadians paying taxes, was up over last year. 
The net impact of this increase in taxes from 
employment income was dampened by the impact 
of tax reduction measures announced in previous 
budgets. On balance, the growth in personal 
income taxes to date is in line with the growth 
in wages and salaries, adjusted for the impact 

of the budget measures. 


Corporate income taxes increased $4.1 billion, or 
21.5 per cent, reflecting the strong rebound in 
corporate profits in 2003, as well as lower 
refunds pertaining to prior-year assessments. 


Excise taxes and duties were down $1.8 billion, 
primarily because of a 6.6-per-cent decline in 
GST revenues. Within GST revenues, gross 
receipts from imports have declined sharply, 
while gross receipts from domestic sales are 
virtually unchanged from the same period last 
year. As expected, the timing factors that 
contributed to strong growth in refunds earlier in 
2003-04 are beginning to be unwound, leaving 
year-to-date refunds slightly below last year’s 
levels. Rebates, however, are up strongly, 
reflecting strong growth in the housing and 
municipal, university, school and hospital sector. 


Budgetary balance 
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9.9 per cent, reflecting lower imports subject 
to import duties. 


¢ EI premiums were down 4.4 per cent, as the 
reduction in premium rates more than offset 
the impact of the increase in the number of 
people employed. 


¢ Other revenues were down 2.6 per cent. 


On a year-over-year basis, program expenses in 

the April 2003 to February 2004 period, at 

$122.7 billion, were up $6.8 billion, or 5.9 per cent, 
over the same period of 2002-03. 


Transfer payments increased by $4.3 billion, 
or 5.8 per cent. 


e Major transfers to persons, consisting of elderly 
and EI benefits, were up $1.8 billion, or 
4.9 per cent. Elderly benefits increased 
4.8 per cent, while EI benefits were up 
5.2 per cent due to a rise in the number of 
beneficiaries and an increase in average 
weekly benefits. 


¢ Major transfers to other levels of government 
increased by $1.3 billion, or 5.3 per cent, 
reflecting higher entitlements under the 
CHST program. 


¢ Subsidies and other transfers increased by 
$1.2 billion, or 9.1 per cent, primarily reflecting 
the impact of previous budget measures. 


Federal debt (accumulated deficit) 
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Other program expenses increased by $2.5 billion, 
or 6.1 per cent, with all components higher. The 
increases in Crown corporation expenses, defence 
and all other departmental and agency program 
expenses are primarily due to the impact of 
increased operating costs as well as policy initiatives 
announced in previous budgets. 


Public debt charges were down 4.8 per cent, 
reflecting a decline in both the average effective 
interest rate on interest-bearing debt and the stock 
of interest-bearing debt. 


Financial source of $1.1 billion 
for April 2003 to February 2004 


The budgetary balance is presented on a full accrual 
basis of accounting, recording government assets 
and liabilities when they are receivable or incurred, 
regardless of when the cash is received or paid. 

In contrast, the financial source/requirement 
measures the difference between cash coming in 

to the Government and cash going out. This 
measure is affected not only by changes in the 
budgetary balance but also by the cash 
source/requirement resulting from the Government’s 
investing activities through its acquisition of capital 
assets and its loans, financial investments and 
advances, as well as from other activities, including 
payment of accounts payable and collection of 
accounts receivable, foreign exchange activities, 
and the amortization of its tangible capital assets. 
The difference between the budgetary balance 

and financial source/requirement is recorded in 
non-budgetary transactions. 


Non-budgetary transactions resulted in a net 
requirement of $7.7 billion in the first 11 months 
of 2003-04, up $0.7 billion from the requirement 
in the same period of 2002-03, primarily reflecting 
a lower net source of funds from foreign 

exchange activities. 


With a budgetary surplus of $8.8 billion and a net 
requirement of $7.7 billion from non-budgetary 
transactions, there was a financial source of 

$1.1 billion in the April 2003 to February 2004 
period. This is down from the financial source 

of $4.2 billion recorded in the same period of 
2002-03, primarily reflecting the deterioration 

in the year-over-year budgetary surplus. 


Net financing activities down $9.6 billion 


With a financial source of $1.1 billion and a 
$9.6-billion decrease in net financing activities 

due to a decrease in unmatured debt transactions, 
the Government’s cash balances declined by 

$8.5 billion. The level of cash balances varies 
from month to month based on a number of factors 
including periodic large debt maturities, which can 
be quite volatile on a monthly basis. Cash balances 
at the end of February stood at $6.2 billion. 


Note to readers 


Beginning with the April 2003 Fiscal Monitor, the 
financial results are presented on a full accrual basis 
of accounting. This has necessitated a recasting of 
the previously published monthly financial results 
for 2002-03. It has also resulted in a number of 
classification and terminology changes. 


In the 2003 budget the Government implemented its 
commitment to present its financial statements on 

a full accrual accounting basis. Previously the 
Government’s financial statements were prepared 
under modified accrual accounting. Full accrual 
accounting provides a more comprehensive 
reporting of assets and liabilities and a more 
transparent picture of the Government’s financial 
position. Under full accrual, the budgetary balance 
is now more reflective of current economic 
developments, rather than being influenced by prior- 
year developments. It is the accounting standard 
recommended for senior levels of government in 
Canada by the Public Sector Accounting Board of 
the Canadian Institute of Chartered Accountants and 
has been strongly recommended by the Auditor 
General of Canada and the House of Commons 
Standing Committee on Public Accounts. 


The shift to full accrual accounting primarily affects 
tax revenues and non-financial, or capital, assets. 
Tax revenues are now accounted for in the period to 
which they relate, not when they are received, as 
was the case under modified accrual. Under full 
accrual, the costs of capital assets are now being 
spread over the useful lives of these assets. Under 
modified accrual, such costs were recognized in 

the year of purchase. For more information on 

the implementation and effects of full accrual 
accounting, please refer to Annex 6 of The Budget 
Plan 2003, which is available at www.fin.gc.ca. 
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Table 1 
Summary statement of transactions 


February April to February 


2003 2004 2002-03 2003-04 


($ millions) 


Budgetary transactions 


Revenues 17473 17,420 161,229 164,051 
Expenses 
Program expenses -10,360 -11,174 -115,872 -122,710 
Public debt charges -3,147 -2,998 -34,173 -32,544 
Budgetary balance (deficit/surplus)' 3,966 3,248 11,184 8,797 
Non-budgetary transactions 1,370 954 -7,009 -7,734 
Financial source/requirement 5,336 4,202 AMIS 1,063 
Net change in financing activities -4,217 -1,686 -10,182 -9,582 
Net change in cash balances 1,119 2,516 -6,007 -8,519 
Cash balance at end of period 5,940 6,181 


Note: Positive numbers indicate net source of funds. Negative numbers indicate net requirement for funds. 


' Under modified accrual, a surplus of $3.6 billion was recorded for February 2003. 


Table 2 
Budgetary revenues 
February April to February 
2003 2004 Change 2002-03 2003-04 Change 
($ millions) (%) ($ millions) (%) 
Tax revenues 
Income taxes 
Personal income tax 6,981 7,466 6.9 73,438 75,010 Pied 
Corporate income tax 3,942 4,298 9.0 18,904 22,966 2S 
Other income tax revenue 220 224 1.8 2130 2 IL -0.5 
Total income tax 11,143 11,988 7.6 95,072 100,693 Deo 
Excise taxes and duties 
Goods and services tax Day | 1,914 -17.0 27,641 25,816 -6.6 
Customs import duties 268 236 -11.9 2.931 2,642 -9.9 
Sales and excise taxes 704 742, 5.4 8,637 8,928 3.4 
Air Travellers Security Charge Sy) 34 -2.9 360 369 Pi) 
Total excise taxes and duties 3,314 2,926 pal Py 39,569 nei) -4.6 
Total tax revenues 14,457 14,914 3.2 134,641 138,448 pies: 
Employment insurance premiums 195) 1,743 -10.8 16,428 15,705 -4.4 
Other revenues 1,061 763 -28.1 10,160 9,898 -2.6 


Total budgetary revenues 17,473 17,420 -0.3 161,229 164,051 1.8 
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Table 3 
Budgetary expenses 


February April to February 
2003 2004 Change 2002-03 2003-04 Change 
($ millions) (%) ($ millions) (%) 
Transfer payments 
Transfers to persons 
Elderly benefits 2,181 DDG 45 23,534 24,662 4.8 
Employment insurance benefits 372 1,656 20.7 13,018 13,698 a 
Total Shas. 3,930 10.6 36,552 38,360 4.9 
Transfers to other levels of government 
Canada Health and Social Transfer 1,550 1,691 Dal 17,050 18,609 9.1 
Fiscal transfers Jed Sell -27.0 10,084 9,864 -2.2 
Alternative Payments for 
Standing Programs -210 -214 ke} =2,5 12 =2,350 0.8 
Total 2,067 2,008 -2.9 24,822 26,143 By, 
Subsidies and other transfers 
Agriculture 505 32 -93.7 1,200 L123 -6.4 
Foreign Affairs 230 224 -2.6 aN) 1,845 718 
Health 104 119 14.4 1,348 lyays! fe 
Human Resources Development 106 280 164.2 15313 1,445 10.1 
Indian and Northern Development 308 267 -13.3 3,097 3,786 2.4 
Industry and Regional Development 107 379 254.2 1,589 1,956 23.1 
Other 163 318 vill 2,999 209 5.8 
Total 15523 1,619 6.3 13,061 14,245 9.1 
Total transfer payments 7,143 Loi 5.8 74,435 78,748 5.8 
Other program expenses 
Crown corporation expenses 
Canadian Broadcasting Corporation 80 84 5.0 994 1,055 6.1 
Canada Mortgage and 
Housing Corporation 170 161 -5.3 1,748 1,860 6.4 
Other 221 106 -52.0 1,877 1,959 4.4 
Total 47] 351 20) 4.619 4,874 5.5 
Defence 966 964 -0.2 9,935 10,552 6.2 
All other departments and agencies 1,780 2,302 DSSS, 26,883 28,536 6.1 
Total other program expenses Saul! S017 12.4 41,437 43,962 Gn 
Total program expenses 10,360 {1,174 7.9 Iga e3722 122710 5.9 
Public debt charges 3,147 2,998 -4,7 34,173 32,544 -4.8 
Total budgetary expenses 13,507 14,172 4.9 150,045 155,254 3 
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Table 4 


Budgetary balance and financial source/requirement 


February April to February 
2003 2004 2002-03 2003-04 
($ millions) 
Budgetary balance (deficit/surplus) 3,966 3,248 11,184 8,797 
Non-budgetary transactions 
Capital investing activities -166 -171 -1,989 -1,536 
Other investing activities 288 -134 -724 -1,052 
Other activities 
Accounts payable, receivables, accruals 
and allowances -1,890 314 -10,506 -10,295 
Foreign exchange activities 2,956 627 3,611 2,426 
Amortization of tangible capital assets 183 318 Doky PAG px) 
Total other activities 1,249 1,259 -4,296 -5,146 
Total non-budgetary transactions 1,370 954 -7,009 -7,734 
Net financial source/requirement 5,336 4,202 4,175 1,063 


Table 5 


Financial source/requirement and net financing activities 


February April to February 
2003 2004 2002-03 2003-04 
($ millions) 
Net financial source/requirement 5,336 4,202 4.175 1,063 
Net increase (+)/decrease (-) in financing activities 
Unmatured debt transactions 
Canadian currency borrowings 
Marketable bonds 1,190 984 -8,127 =A 229 
Treasury bills -3,050 -3,500 5,750 2,100 
Canada Savings Bonds -96 -131 -1,797 -1,665 
Other 0 -19 9] 
Total -1,956 -2,647 -4,193 -10,703 
Foreign currency borrowings -3,187 350 -5,533 -33 
Total -5,143 -2,297 -9,726 -10,736 
Pension and other accounts 926 611 -456 1,154 
Net change in financing activities -4,217 -1,686 -10,182 -9,582 
Change in cash balance Pa!) 2,516 -6,007 -8,519 
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Table 6 
Condensed statement of assets and liabilities 
March 31, 2003 February 29, 2004 Change 
($ millions) 
Liabilities 
Accounts payable, accruals and allowances 79,384 75,054 -4,330 
Interest-bearing debt 
Unmatured debt 
Payable in Canadian dollars 
Marketable bonds 288,245 277,016 =1 1229 
Treasury bills 104,411 106,511 2,100 
Canada Savings Bonds 22,584 20,918 -1,666 
Other 3,311 3,462 91 
Subtotal 418,611 407,907 -10,704 
Payable in foreign currencies 21,141 21 AO -34 
Total unmatured debt 439,752 429,014 -10,738 
Pension and other accounts 
Public sector pensions 125,708 [2712 1,804 
Other employee and veteran future benefits 38,844 38,845 | 
Canada Pension Plan (net of securities) 7,093 6,685 -408 
Other pension and other accounts Oo Se -242 
Total pension and other accounts 181,004 182,159 PalSS 
Total interest-bearing debt 620,756 O1l173 -9,583 
Total liabilities 700.140 686,227 -13,913 
Financial assets 
Cash and accounts receivable 62,626 59,786 -2,840 
Foreign exchange accounts 48,950 46,524 -2,426 
Loans, investments and advances (net of allowances) 23,748 25,126 1,378 
Total financial assets 135,324 131,436 -3,888 
Net debt 564,816 554,791 -10,025 
Non-financial assets 54,240 53,013 “227 
Federal debt (accumulated deficit) 510,576 501,778 -8,798 
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Highlights 
March 2004: budgetary deficit of $1.2 billion 


There was a budgetary deficit of $1.2 billion in March 2004, a deterioration of $248 million from the 
restated deficit of $987 million in March 2003. On a year-over-year basis, budgetary revenues were up 
$2.7 billion, driven by strong increases in corporate income tax and goods and service tax (GST) revenues, 
while public debt charges were down $0.3 billion. These positive developments on the budgetary balance 
were more than offset by a $3.2-billion increase in program expenses, primarily due to the liabilities 
associated with the special $2-billion Canada Health and Social Transfer (CHST) cash supplement to the 
provinces and territories for health and the special $995 million in transitional assistance for 


Canadian farmers. 


April 2003 to March 2004: budgetary surplus of $7.6 billion 


The budgetary surplus is estimated at $7.6 billion for the April 2003 to March 2004 period, down 

$2.6 billion from the surplus of $10.2 billion reported in the same period of 2002-03. Budgetary revenues 
were up $5.5 billion, or 3.1 per cent, largely due to the strength of corporate income taxes (up $5.6 billion). 
The weakness in other revenue sources reflected the economic impacts of a number of domestic shocks that 
hit the Canadian economy in 2003. Program expenses were up $10.0 billion, or 7.8 per cent, primarily due 
to new spending initiatives announced in recent budgets. Public debt charges were down $1.9 billion, or 


5.1 per cent, reflecting lower interest rates. 


March 2004 budget estimated surplus for 2003—04 at $1.9 billion 


These are not the final audited results for the 2003—04 fiscal year. Still to come are the regular end-of-year 
accounting adjustments, which incorporate the costs of liabilities incurred during the fiscal year for which 
no payments were made in 2003-04, reassessments of loan provisions and final tax accrual adjustments. 

In the past, these adjustments have reduced the April-to-March budgetary balance by $3 billion to $7 billion. 
Last year, the adjustments were at the lower end of the range, primarily reflecting a number of positive 
one-time adjustments to loan provisions, which are not expected to be repeated this year. Final results for 


2003—04 will be released in the fall of 2004. 


March 2004: budgetary results 


The March 2004 budgetary deficit of $1.2 billion 
was $248 million higher than the deficit reported 
in March 2003. 


On a year-over-year basis, budgetary revenues, 

at $17.8 billion, were up $2.7 billion, or 

iO Dercent. 

¢ Personal income tax revenues were up 
$0.4 billion, or 5.4 per cent, primarily reflecting 
growth in source deductions from employment 
income, due to gains in employment and hence 
personal income. 


¢ Corporate income tax revenues increased by 
$1.5 billion to almost double the level recorded 


hoe Department of Finance Ministére des Finances 
Canada Canada 


last year. Part of the year-over-year increase was 
attributable to the timing of final settlement 
payments with respect to taxation year 2003. 

In addition, the improvement in corporate profits 
in 2003 has resulted in lower refunds and an 
increase in monthly installments. Corporations are 
required to file monthly installments based on 
either their previous year’s actual tax liability or 
their current year’s estimated tax liability. In 
calendar year 2003, monthly installments were 
largely based on the actual tax liability for 
taxation year 2002—a year of weak profits. 
With the strong rebound in profits in 2003, 
corporations are now making installment 
payments based on their 2003 tax liability. 


ivi 


Canada 
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* Excise taxes and duties increased by $1.3 billion, or 
63.1 per cent, solely due to a $1.4-billion increase 
in GST revenues. The higher GST revenues reflect 
both a strong increase in gross receipts from both 
domestic sales and imports, reflecting strong retail 
sales in February 2004, and a sharp decline in 
refunds. The year-over-year decline in refunds 
primarily reflects the timing of refunds claimed in 
2002-03, which resulted in a large increase in 
refunds being paid in March 2003. The other 
components of excise taxes and duties recorded 
year-over-year declines. Customs import duties 
were down 16.2 per cent, primarily reflecting the 
impact of the appreciation of the Canadian dollar. 


¢ Employment insurance (EI) premiums were down 
3.5 per cent, as the reduction in premium rates 
(the employee rate for 2004 is $1.98 per $100 of 
insurable earnings compared to $2.10 in 2003) 
more than offset the increase in employment and 
thus the number of people paying premiums. 


¢ Other revenues, consisting of revenues from Crown 
corporations, sales of goods and services and 
foreign exchange revenues, were down $0.5 billion. 
This component is extremely volatile on a 
monthly basis. 


On a year-over-year basis, program expenses in 
March 2004 were $16.1 billion, up $3.2 billion, or 
24.7 per cent, from March 2003, primarily due to 
higher transfer payments. 


Transfer payments were $3.4 billion higher, primarily 
due to the $2-billion liability for the cash supplement 
under the CHST to the provinces and territories for 
health and the $995-million agricultural 

assistance package. 


¢ Major transfers to persons, consisting of elderly and 
EI benefits, were down 2.8 per cent on a year-over- 
year basis. Elderly benefits increased 4.2 per cent 
due to both higher average benefits, which have 
risen because of higher inflation in early 2003, and 
an increase in the number of individuals eligible 
for benefits. EI benefit payments were down 
12.6 per cent, mainly because of one less payment 
cycle in March 2004 compared to last year. As 
noted in last month’s Fiscal Monitor, there was an 
extra cycle in February 2004. 


* Major transfers to other levels of government, 
consisting of the CHST, fiscal transfers and 
Alternative Payments for Standing Programs, more 
than doubled, reflecting the booking of the liability, 
with the passage of Bill C-18, for the $2-billion 
CHST cash supplement for health. Fiscal transfers 


consist of equalization, payments to the territorial 
governments, statutory subsidies and recoveries 
under the Youth Allowance Recovery Program. 

In February 2004, official estimates of 2003-04 
equalization entitlements, the largest component 
of fiscal transfers, were revised downward, as 

tax data for 2002 received in late January 2004 
indicated that income growth in Ontario had been 
significantly lower than previously estimated. This 
reduced the fiscal disparities among the provinces, 
thereby resulting in lower equalization entitlements. 
The net impact of these revisions is being prorated 
among the remaining periods of 2003—04. 


¢ Subsidies and other transfers increased by 
$1.6 billion, or 64 per cent, primarily due to 
the $995 million in transitional assistance for 
Canadian farmers announced on March 22, 2004. 
The funding was provided to help the agricultural 
sector, which has been affected by a number of 
shocks and unforeseen events in the past year. 
In addition, health transfers were up due to 
liabilities to the province of Ontario for expenses 
related to the fight against severe acute 
respiratory syndrome. 


Other program expenses consist of transfers to Crown 
corporations and operating expenses for departments 
and agencies, including defence. Transfers to Crown 
corporations were virtually unchanged. Defence 
expenses declined marginally, while expenses in 

all other departments and agencies were down 

8.0 per cent. Monthly changes are largely affected 

by the timing of payments. 


Public debt charges were down 8.4 per cent, primarily 
reflecting a decline in the average effective interest 
rate on interest-bearing debt, as the stock of interest- 
bearing debt was largely unchanged. 


Revenues and expenses 
(April 2003 to March 2004) 


$ billions 


Revenues 


Expenses 


Other revenues Subsidies and 


El premiums other transfers 

Transfers to other 
2 COS “levels of gov’t 
income taxes 


Public 
~ debt charges 


Excise taxes 
and duties 


[Transfers to 
persons 


Personal 

income taxes 

Other program 
“expenses 


181.9 174.3 
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April 2003 to March 2004: budgetary results 


In the April to March period of fiscal year 2003-04, 
there was a budgetary surplus of $7.6 billion—a year- 
over-year deterioration of $2.6 billion from the surplus 
of $10.2 billion reported in the same period of 
2002—03. The lower surplus reflects the impact on 
revenues of the weakness in economic activity due to 
a series of shocks that have hit the Canadian economy 
and the impact of spending initiatives and tax 
reduction measures announced in previous budgets. 


On a year-over-year basis, budgetary revenues, at 
$181.9 billion, were up $5.5 billion, or 3.1 per cent, 
as higher corporate and personal income tax revenues, 
up $5.6 billion and $2.0 billion respectively, were 
partially offset by declines in the other major revenue 
components. 


¢ Personal income tax revenues were up $2.0 billion, 
or 2.4 per cent, due to higher tax remittances from 
employment income, as employment, and therefore 
the number of Canadians paying taxes, was up over 
last year. The net impact of this increase in taxes 
from employment income was dampened by the 
impact of tax reduction measures announced in 
previous budgets. 


¢ Corporate income taxes increased $5.6 billion, or 
26.9 per cent, reflecting the strong rebound in 
corporate profits in 2003, as well as lower refunds 
pertaining to prior-year assessments. 


* Excise taxes and duties were down $0.5 billion as 
a result of year-over-year declines in both GST 
revenues and customs import duties, partially offset 
by increases in sales and excise taxes. Within GST 
revenues, gross receipts from imports have declined 
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sharply, while gross receipts from domestic sales 
are virtually unchanged from the same period 
last year. As expected, the timing factors that 
contributed to weak growth in refunds in the first 
half of 2003—04 have been unwound, leaving 
current refunds below last year’s levels and in line 
with the decline in gross collections. Rebates, 
however, are up strongly, reflecting strong growth 
in spending in the housing and municipal, 
university, school and hospital sectors. Customs 
import duties were down 10.4 per cent, reflecting 
the impact of the appreciation in the value of the 
Canadian dollar. Sales and excise taxes were up 
2-8 PeLicent. 


¢ EI premiums were down 4.3 per cent, as the 
reduction in premium rates more than offset the 
impact of the increase in the number of 
people employed. 


¢ Other revenues were down 6.7 per cent. 


On a year-over-year basis, program expenses in the 
April 2003 to March 2004 period, at $138.8 billion, 
were up $10 billion, or 7.8 per cent, over the same 
period of 2002—03, with increases in all major 
components. 


Transfer payments increased by $7.8 billion, or 
9.4 per cent. 


¢ Major transfers to persons, consisting of elderly and 
EI benefits, were up $1.7 billion, or 4.2 per cent. 
Elderly benefits increased 4.7 per cent, while 
EI benefits were up 3.3 per cent due to a rise in the 
number of beneficiaries and an increase in average 
weekly benefits. 


Federal debt (accumulated deficit) 
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¢ Major transfers to other levels of government 
increased by $3.2 billion, or 12.2 per cent, 
primarily reflecting higher entitlements under the 
CHST program and the liability associated with the 
$2-billion CHST cash supplement. 


¢ Subsidies and other transfers increased by 
$2.8 billion, or 18.1 per cent, primarily reflecting 
the impact of previous budget measures, including 
the $995-million agricultural assistance package. 


Other program expenses increased by $2.3 billion, 

or 4.9 per cent, with all components higher. The 
increases in Crown corporation expenses, defence and 
all other departmental and agency program expenses 
are primarily due to the impact of increased operating 
costs as well as policy initiatives announced in 
previous budgets. 


Public debt charges were down 5.1 per cent, primarily 
reflecting a decline in the average effective interest 
rate on interest-bearing debt. 


Financial source of $3.1 billion 
for April 2003 to March 2004 


The budgetary balance is presented on a full accrual 
basis of accounting, recording government assets and 
liabilities when they are receivable or incurred, 
regardless of when the cash is received or paid. In 
contrast, the financial source/requirement measures 
the difference between cash coming in to the 
Government and cash going out. This measure is 
affected not only by changes in the budgetary balance 
but also by the cash source/requirement resulting from 
the Government’s investing activities through its 
acquisition of capital assets and its loans, financial 
investments and advances, as well as from other 
activities, including payment of accounts payable and 
collection of accounts receivable, foreign exchange 
activities, and the amortization of its tangible capital 
assets. The difference between the budgetary balance 
and financial source/requirement is recorded in 
non-budgetary transactions. 


Non-budgetary transactions resulted in a net 
requirement of $4.4 billion in 2003-04, down 

$0.8 billion from the requirement in the same period 
of 2002-03, primarily reflecting a higher net source 
of funds from foreign exchange activities. 


With a budgetary surplus of $7.6 billion and a net 
requirement of $4.4 billion from non-budgetary 
transactions, there was a financial source of 

$3.1 billion in the April 2003 to March 2004 period. 
This is down from the financial source of $5.0 billion 


recorded in the same period last year, primarily 
reflecting the deterioration in the year-over-year 
budgetary surplus. 


Net financing activities down $0.6 billion 


With this financial source of $3.1 billion, the 
Government reduced its net financing activities by 
$0.6 billion and increased its cash balances by 
$2.6 billion. The level of cash balances varies from 
month to month based on a number of factors 
including periodic large debt maturities, which can 
be quite volatile on a monthly basis. Cash balances 
at the end of March stood at $17.3 billion. 


Note to readers 


Beginning with the April 2003 Fiscal Monitor, the 
financial results are presented on a full accrual basis 
of accounting. This has necessitated a recasting of 
the previously published monthly financial results 
for 2002-03. It has also resulted in a number of 
classification and terminology changes. 


In the 2003 budget the Government implemented its 
commitment to present its financial statements on 

a full accrual accounting basis. Previously the 
Government’s financial statements were prepared 
under modified accrual accounting. Full accrual 
accounting provides a more comprehensive reporting 
of assets and liabilities and a more transparent picture 
of the Government’s financial position. Under full 
accrual, the budgetary balance is now more reflective 
of current economic developments, rather than being 
influenced by prior-year developments. It is the 
accounting standard recommended for senior levels 
of government in Canada by the Public Sector 
Accounting Board of the Canadian Institute of 
Chartered Accountants and has been strongly 
recommended by the Auditor General of Canada 

and the House of Commons Standing Committee 

on Public Accounts. 


The shift to full accrual accounting primarily affects 
tax revenues and non-financial, or capital, assets. Tax 
revenues are now accounted for in the period to which 
they relate, not when they are received, as was the 
case under modified accrual. Under full accrual, the 
costs of capital assets are now being spread over the 
useful lives of these assets. Under modified accrual, 
such costs were recognized in the year of purchase. 


For more information on the implementation and 
effects of full accrual accounting, please refer to 


Annex 6 of The Budget Plan 2003, which is available 
at www.fin.gc.ca. 
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Table 1 
Summary statement of transactions 


March April to March 


2003 2004 2002-03 2003-04 


($ millions) 


Budgetary transactions 


Revenues Toa 17,842 176,407 181,892 
Expenses 
Program expenses -12,912 -16,099 -128,785 -138,807 
Public debt charges -3,252 -2,978 -37,426 -35,522 
Budgetary balance (deficit/surplus)! -987 =1235 10,196 7565 
Non-budgetary transactions hows S301 -5,246 -4,433 
Financial source/requirement RID 2,066 4,950 3,130 
Net change in financing activities 8,027 9,003 -2,157 -579 
Net change in cash balances 8,802 11,069 2,193 sa 
Cash balance at end of period 14,740 M250 


Note: Positive numbers indicate net source of funds. Negative numbers indicate net requirement for funds. 


; Under modified accrual, a deficit of $4.4 billion was recorded for March 2003. 


Table 2 
Budgetary revenues 
March April to March 
2003 2004 Change 2002-03 2003-04 Change 
($ millions) (%) ($ millions) (%) 
Tax revenues 
Income taxes 
Personal income tax 7,718 8,135 5:4 81,157 83,144 2.4 
Corporate income tax 1,868 3,389 81.4 OIE 26,355 26.9 
Other income tax revenue 226 195 -13.7 2,956 2,912 -1.5 
Total income tax 9,812 Wai l9 19.4 104,885 112,411 Jee. 
Excise taxes and duties 
Goods and services tax 1,038 2,446 [55.6 28,680 28,262 -1.5 
Customs import duties 292 228 -16.2 3,203 2,870 -10.4 
Sales and excise taxes 758 730 ah 9,397 9,660 2.8 
Air Travellers Security Charge 47 45 -4.3 407 414 Les, 
Total excise taxes and duties 2S 3,449 63.1 41,687 41,206 -1.2 
Total tax revenues LOT, 15,168 Pobre 146,572 [53-017 48 
Employment insurance premiums ea Ls -3.5 18,203 17,419 -4.3 
Other revenues 1,475 961 -34.8 11,632 10,856 -6.7 


Total budgetary revenues Heys Wie 17,842 17.6 176,407 181,892 Sal! 
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Table 3 
Budgetary expenses 


March April to March 
2003 2004 Change 2002-03 2003-04 Change 
($ millions) (%) ($ millions) (%) 
Transfer payments 
Transfers to persons 
Elderly benefits 2,186 pas 4.2 25,120 26,939 4.7 
Employment insurance benefits 1,576 1,378 -12.6 14,594 ba:076 33 
Total 3,762 3.095 -2.8 40,314 42,015 4.2 
Transfers to other levels of government 
Canada Health and Social Transfer 1,550 3,691 138.1 18,600 22,300 19.9 
Fiscal transfers 369 216 -41.5 10,453 10,081 -3.6 
Alternative Payments for 
Standing Programs -210 -285 Bi =D. 522 -2,615 dl 
Total 1,709 3,622 119 205931 29,766 p22 
Subsidies and other transfers 
Agriculture 193 [235 539.9 1393 PAB Ste) 69.3 
Foreign A ffairs 742 674 -9.2 UES Bo) Nis ey! 
Health 163 508 PN EG ieSyul! 2,059 3693 
Human Resources Development 138 169 ZS 1,451 1,614 bie 
Indian and Northern Development 454 48] 5.9 4,151 4,268 2.8 
Industry and Regional Development 370 479 295 15959 2,435 24.3 
Other 501 655 304 2,899 Syl 10.1 
Total ZO) 4,201 64.0 15,620 18,445 18.1 
Total transfer payments 8,032 11,478 42.9 82,465 90,226 9.4 
Other program expenses 
Crown corporation expenses 
Canadian Broadcasting Corporation ay) 20 -64.9 1,051 1,074 De 
Canada Mortgage and 
Housing Corporation 165 205 24.2 SS 2,065 719 
Other 167 166 -0.6 2,045 2125 oo 
Total 389 Sell 0.5 5,009 5,264 Si 
Defence eS 1,381 -0.9 11,328 11953 aye 
All other departments and agencies 3,098 2,849 -8.0 29,983 31,384 4.7 
Total other program expenses 4,880 4,621 -5.3 46,320 48,581 4.9 
Total program expenses 12,912 16,099 24.7 128,785 138,807 7.8 
Public debt charges 33252 2978 -8.4 37,426 355022 -5.1 
Total budgetary expenses 16,164 19,077 18.0 166,211 174,329 4.9 
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Table 4 
Budgetary balance and financial source/requirement 


March . April to March 
2003 2004 2002-03 2003-04 


($ millions) 


Budgetary balance (deficit/surplus) -987 -1,235 10,196 7,563 
Non-budgetary transactions 
Capital investing activities -696 -724 -2,685 -2,259 
Other investing activities -55 792 -779 -260 


Other activities 
Accounts payable, receivables, accruals 


and allowances 2,840 1,144 -7,664 -9,152 
Foreign exchange activities -552 1,793 3,058 4,219 
Amortization of tangible capital assets ZEISS 295 2,824 3,018 
Total other activities 2S 31232 -1,782 -1,915 

Total non-budgetary transactions 1,762 35501 -5,246 -4,.433 
Net financial source/requirement TID 2,066 4,950 3,130 


Table 5 
Financial source/requirement and net financing activities 


March April to March 
2003 2004 2002-03 2003-04 


($ millions) 


Net financial source/requirement TAS 2,066 4,950 3,130 


Net increase (+)/decrease (-) in financing activities 
Unmatured debt transactions 
Canadian currency borrowings 


Marketable bonds 2,456 1,921 -5,671 -9,307 
Treasury bills 4,650 6,700 10,400 8,800 
Canada Savings Bonds -135 -15 -1,932 -1,680 
Other -| -34 -19 Si 

Total 6,970 8,572 2S -2,130 
Foreign currency borrowings -364 -564 -5,897 -597 
Total 6,606 8,008 -3,119 -2,727 
Pension and other accounts 1,421 995 962 2,148 
Net change in financing activities 8,027 9,003 -2,157 -579 


Change in cash balance 8,802 11,069 pegie ls: psa) 
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Table 6 
Condensed statement of assets and liabilities 
March 31, 2003 March 31, 2004 Change 
($ millions) 
Liabilities 
Accounts payable, accruals and allowances 79,384 TSO S7 -3,447 


Interest-bearing debt 
Unmatured debt 
Payable in Canadian dollars 


Marketable bonds 288,245 278,939 -9,306 
Treasury bills 104,411 ES. ek 8,800 
Canada Savings Bonds 22,584 20,904 - 1,680 
Other Breed 3,427 56 
Subtotal 418,611 416,481 -2,130 
Payable in foreign currencies 21,141 20,544 -597 
Total unmatured debt 439,752 437,025 -2,727 
Pension and other accounts 

Public sector pensions 125,708 127,790 2,082 
Other employee and veteran future benefits 38,844 38,845 
Canada Pension Plan (net of securities) 7,093 7,480 387 
Other pension and other accounts 9,359 9,038 -321 
Total pension and other accounts 181,004 1s3e152 2,148 
Total interest-bearing debt 620,756 620,177 -579 
Total liabilities 700,140 696,114 -4,026 

Financial assets 
Cash and accounts receivable 62,626 69,979 15D 
Foreign exchange accounts 48,950 44,731 -4,219 
Loans, investments and advances (net of allowances) 23,748 2540351 1,283 
Total financial assets 135,324 139,741 4,417 
Net debt 564,816 556,373 -8,443 
Non-financial assets 54,240 53,360 -880 
Federal debt (accumulated deficit) SO S76 503,013 -7,563 


Ge 
en 
LSI Ty 0 


For additional copies or subscription inquiries, please contact the Distribution Centre at (613) 995-2855. 
For other inquiries about this publication, contact Peter DeVries at (61 3) 996-7397. 

Also available on the Internet (including advance tentative release dates) at www.fin.gc.ca 

Ce document est également offert en francais. _ 

May 2004 


Government 
Publica tions 


The Fiscal Monitor 


A Publication of the Department of Finance 


Highlights 


April 2004: budgetary surplus of $788 million 

There was a budgetary surplus of $788 million in April 2004, down $205 million from the restated surplus 
of $993 million in April 2003. On a year-over-year basis, budgetary revenues were up $0.2 billion while 
program expenses were up $0.4 billion. Public debt charges were essentially unchanged. 


_ April 2004: budgetary results 


The April 2004 budgetary surplus of $788 million 
was $205 million lower than the surplus reported in 
April 2003. The April 2003 surplus was restated 
from $424 million to $993 million due to revisions 
to the monthly accrual methodology. 


* Employment insurance (EI) premiums were down 
4.2 per cent, as the reduction in premium rates 
(the employee rate for 2004 is $1.98 per $100 of 
insurable earnings compared to $2.10 in 2003) 
more than offset the increase in employment and 
thus the number of people paying premiums. 


¢ Other revenues, consisting of revenues 
from Crown corporations, sales of goods and 
services and foreign exchange revenues, were 


On a year-over-year basis, budgetary revenues, at 
$15.2 billion, were up $0.2 billion, or 1.6 per cent. 


¢ Personal income tax revenues were up up marginally. 
$0.7 billion, or 10.4 per cent, primarily reflecting 
strong growth in source deductions from 


employment income. 


On a year-over-year basis, program expenses in 
April 2004 were $11.6 billion, up $0.4 billion, or 
4.0 per cent, from April 2003, primarily due to 


* Corporate income tax revenues fell by higher transfer payments. 


$0.4 billion, or 20.9 per cent, reflecting 
strong increases in refunds. Monthly installments 
were slightly higher. 


Transfer payments were up $0.3 billion due in large 
part to increased federal support to the provinces 


wie territories for health th ial 
¢ Excise taxes and duties increased by $0.1 billion, Cece ee eee ae URES Oca p iC tas 


or 2.2 per cent. Goods and services tax (GST) ¢ Major transfers to persons, consisting of elderly 


revenues advanced by 2.2 per cent, as a strong 
gain in gross GST receipts from domestic sales 
and lower refunds and rebates were partly offset 
by the weakness in GST collected on imported 
goods. Sales and excise taxes were up 

5.7 per cent due in large part to increases in 
tobacco duties. Customs import duties were down 
3.3 per cent, primarily reflecting the impact of 
the appreciation of the Canadian dollar. 


and EI benefits, were up 1.1 per cent on a 
year-over-year basis. Elderly benefits increased 
3.6 per cent due to both higher average benefits, 
which are indexed quarterly to changes in 
consumer prices, and an increase in the number 
of individuals eligible for benefits. EI benefit 
payments were down 2.9 per cent, primarily 
reflecting lower labour market adjustment 
payments to provinces. 
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* Major transfers to other levels of government 
consist of support for health and other social 
programs, fiscal transfers and Alternative 
Payments for Standing Programs. Starting in 
April 2004, the former Canada Health and 
Social Transfer has been divided into the 
Canada Health Transfer, Canada Social Transfer 
and Health Reform Transfer. Total payments 
were up $147 million as a result of the 
February 2003 First Ministers’ Accord on 
Health Care Renewal. The increase in fiscal 
transfers, which consist of equalization, 
payments to the territorial governments, 
statutory subsidies and recoveries under the 
Youth Allowance Recovery Program, was 
largely offset by higher recoveries under 
Alternative Payments for Standing Programs. 


¢ Subsidies and other transfers increased 
$106 million, or 8.0 per cent, reflecting the 
impact of previous budget measures. 


Other program expenses consist of transfers to 
Crown corporations and operating expenses for 
departments and agencies, including defence. 
Transfers to Crown corporations were virtually 
unchanged. Defence expenses declined 

4.7 per cent, while expenses in all other 
departments and agencies were up 7.3 per cent, 
due mainly to increased operating expenses and 
policy initiatives announced in previous budgets. 


Public debt charges were essentially unchanged. 


Revenues and expenses 
(April 2004) 


$ billions 
Revenues 


Other revenues 1.2 ca Expenses 
Subsidies and 


_ Corporate 1.5 other transfers 
income taxes 
Transfers to other 


El premiums 1.7 levels of gov't 


Excise taxes 28 Public 
and duties 28 debt charges 


Transfers to 
persons 


: Personal 
income taxes 
Other program 
expenses 


Financial requirement of $4.1 billion 
for April 2004 


The budgetary balance is presented on a full 
accrual basis of accounting, recording government 
assets and liabilities when they are receivable or 
incurred, regardless of when the cash is received or 
paid. In contrast, the financial source/requirement 
measures the difference between cash coming in to 
the Government and cash going out. This measure 
is affected not only by changes in the budgetary 
balance but also by the cash source/requirement 
resulting from the Government’s investing 
activities through its acquisition of capital assets 
and its loans, financial investments and advances, 
as well as from other activities, including payment 
of accounts payable and collection of accounts 
receivable, foreign exchange activities, pensions 
and other accounts, and the amortization of 

its tangible capital assets. The difference 

between the budgetary balance and financial 
source/requirement is recorded in non-budgetary 
transactions. 


Non-budgetary transactions resulted in a net 
requirement of $4.9 billion in April 2004, down 
$0.6 billion from the requirement in April 2003 as 
higher requirements related to capital acquisitions 
and pensions and other accounts were more than 
offset by increased sources of funds from foreign 
exchange activities and a lower requirement from 
accounts payable, receivables, accruals and 
allowances. 


With a budgetary surplus of $0.8 billion and a net 
requirement of $4.9 billion from non-budgetary 
transactions, there was a financial requirement of 
$4.1 billion in April 2004. This is down from the 
financial requirement of $4.5 billion recorded in 
the same period last year, as the deterioration in 
the year-over-year budgetary surplus was more 
than offset by the reduction in the requirement 
for non-budgetary transactions. 
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Table 3 
Budgetary expenses 
April 
2003 2004 Change 
($ millions) (%) 
Transfer payments 
Transfers to persons 
Elderly benefits 2,201 228 3.6 
Employment insurance benefits 1,431 1,390 -2.9 
Total 33052 3,671 zi 
Transfers to other levels of government 
Support for health and other social programs 
Canada Health Transfer 1,054 
Canada Social Tranfer 652 
Health Reform Transfer 125 
Canada Health and Social Transfer 1,692 8 
Total 15692 1,839 8.7 
Fiscal transfers 748 815 9.0 
Alternative Payments for Standing Programs -191 -253 BAe) 
Total 2,249 2,401 6.8 
Subsidies and other transfers 
Agriculture - 12 200.0 
Foreign Affairs 199 171 -14.1 
Health 95 128 34.7 
Human Resources Development i S2 148 jel 
Indian and Northern Development 600 630 5.0 
Industry and Regional Development 89 118 32.6 
Other 200 218 oD) 
Total 319 1,425 8.0 
Total transfer payments 7,200 7,497 4.1 
Other program expenses 
Crown corporation expenses 
Canadian Broadcasting Corporation 178 214 202 
Canada Mortgage and Housing Corporation 205 144 -29.8 
Other 257, 283 10.1 
Total 640 641 0.2 
Defence 786 749 -4.7 
All other departments and agencies Zaol3 2,097 ie: 
Total other program expenses 930) 4,087 28 
Total program expenses Aa) 11,584 4.0 
Public debt charges 2,022 2,819 -0.1 


Total budgetary expenses 13,961 14,403 Dud 
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Table | 
Summary statement of transactions 


April 
2003 2004 


($ millions) 


Budgetary transactions 


Revenues a 14,954 15,191 
Expenses 
Program expenses -11,139 -11,584 
Public debt charges -2,822 -2,819 
Budgetary balance (deficit/surplus) 993 788 
Non-budgetary transactions -5,450 -4,868 
Financial source/requirement -4,457 -4,080 
Net change in financing activities -4,699 -7,901 
Net change in cash balances -9,156 -11,981 
Cash balance at end of period 5,543 5,298 


Note: Positive numbers indicate net source of funds. Negative numbers indicate net requirement for funds. 


Table 2 
Budgetary revenues 
April 
2003 2004 Change 
($ millions) (%) 
Tax revenues 
Income taxes 
Personal income tax 6,336 6,992 10.4 
Corporate income tax 1873 1,481 -20.9 
Other income tax revenue 288 247 -14.2 
Total income tax 8,497 8,720 2.6 
Excise taxes and duties 
Goods and services tax 2728 Zon ae 
Customs import duties 243 235 -3.3 
Sales and excise taxes 735 TTS Dal 
Air Travellers Security Charge 45 34 -24.4 
Total excise taxes and duties 3,749 sisal 22 
Total tax revenues 12,246 123551 2 
Employment insurance premiums Sik 1,697 -4.2 
Other revenues 937 | 943 0.6 


Total budgetary revenues 14,954 15,190 1.6 


Budgetary balance 

$ billions % of GDP 

30 4 
[_] left scale —right scale 


1993- 1995- 1997- 1999- 2001- 2003- 
1994 1996 1998 2000 2002 2004* 


* 2004 budget estimate. 
Sources: Department of Finance and Statistics Canada. 


Net financing activities down $7.9 billion 


With this financial requirement of $4.1 billion, the 
Government reduced its net financing activities by 
$7.9 billion and its cash balances by $12.0 billion. 


The level of cash balances varies from month to 
month based on a number of factors including 


periodic large debt maturities, which can be quite 


volatile on a monthly basis. Cash balances at the 
end of April stood at $5.3 billion. 
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Federal debt (accumulated deficit) 


$ billions % of GDP 
600 100 


500 


— — right scale 
400 


1993- 1995- 1997- 1999- 2001- 2003- 
1994 1996 1998 2000 2002 2004* 


* 2004 budget estimate. 
Sources: Department of Finance and Statistics Canada. 
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Table 4 
Budgetary balance and financial source/requirement 
April 
2003 2004 
($ millions) 
Budgetary balance (deficit/surplus) 993 788 
Non-budgetary transactions 
Capital investing activities -45 -148 
Amortization of tangible capital assets 349 Dips 
Other investing activities -313 145 
Pensions and other accounts 402 -578 
Accounts payable, receivables, accruals and allowances -5,737 -5,169 
Foreign exchange activities -106 610 
Total non-budgetary transactions -5,450 -4,868 
Net financial source/requirement -4,.457 -4,080 
Table 5 
Financial source/requirement and net financing activities 
April 
2003 2004 


($ millions) 
Net financial source/requirement -4,457 -4,080 


Net increase (+)/decrease (-) in financing activities 
Canadian currency borrowings 


Marketable bonds -1,054 -2,818 
Treasury bills -3,500 -3,800 
Canada Savings Bonds -94 -9 
Other 0 -25 

Total -4,648 -6,652 
Foreign currency borrowings -51 -1,249 
Net change in financing activities -4,699 -7,901 
Change in cash balance -9,156 -11,981 
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May 2004: budgetary surplus of $1.0 billion 


There was a budgetary surplus of $1.0 billion in May 2004, up $79 million from the surplus reported in 
the same period last year, as higher budgetary revenues more than offset the increase in total expenses. 
On a year-over-year basis, budgetary revenues were up $0.5 billion as strong gains in personal income tax 
revenues and goods and services taxes more than offset declines in most other revenue components. 
Program expenses increased by $0.4 billion, primarily reflecting higher transfer payments, while public 
debt charges were virtually unchanged. 


April 2004 to May 2004: budgetary surplus of $1.8 billion 


For the first two months of the 2004-05 fiscal year (April and May), the budgetary surplus is estimated 
at $1.8 billion, down $125 million from the surplus reported in the same period a year ago. Budgetary 
_ revenues were up $0.7 billion or 2.5 per cent, due largely to the strength of personal income taxes. 
Program expenses were up $0.9 billion, or 4.0 per cent, primarily due to new spending initiatives 
announced in recent budgets. Public debt charges were down marginally. 


¢ Excise taxes and duties increased by $0.1 billion, 
or 4.5 per cent. Goods and Services Tax (GST) 
advanced by $0.3 billion, or 14.7 per cent. The 
higher GST revenues reflected higher gross 
receipts from both domestic sales and imports. 
Customs import duties were up 8.6 per cent, 
while sales and excise taxes declined by 
20.1 per cent, primarily attributable to lower 
energy excise taxes. 


| May 2004: budgetary results 


The May 2004 budgetary surplus of $1.0 billion 
was slightly higher than that reported in May 2003. 


On a year-over-year basis, budgetary revenues, at 
$15.2 billion, were up $0.5 billion, or 3.4 per cent. 
Strong year-over-year increases in personal income 
tax and the goods and services tax (GST) revenues 
more than offset declines in corporate income tax 
revenues, sales and excise taxes, employment ¢ Employment insurance (EI) premiums were down 
insurance premiums and other revenues. 5.2 per cent, as the reduction in premium rates 
(the employee rate for 2004 is $1.98 per $100 of 
insurable earnings compared to $2.10 in 2003) 
more than offset the increase in employment and 
thus the number of people paying premiums. 


¢ Personal income tax revenues were up 
$0.9 billion or 15.1 per cent, primarily due 
to strong year-over-year growth in source 
deductions from employment income, 


ivi 


reflecting, in part, strong gains in employment 
over the past twelve months. 


Corporate income tax revenues declined by 

$0.1 billion on a year-over-year basis, primarily 
reflecting higher refunds related to reassessments 
of tax liabilities in previous years. 


Other revenues, consisting of revenues from 
Crown corporations, sales of goods and services 
and foreign exchange revenues, were down 

$0.5 billion, or 33.1 per cent. This component 

is extremely volatile on a monthly basis. 
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On a year-over-year basis, program expenses in 
May 2004 were $11.2 billion, up $0.4 billion, 
or 4.1 per cent, from May 2003, due to higher 
transfer payments, as other program expenses 
were lower. 


Transfer payments were $0.5 billion higher, with 
increases in the three major components. 


* Major transfers to persons, consisting of elderly 
and EI benefits, were up $0.2 billion, or 
6.3 per cent, on a year-over-year basis. Elderly 
benefits increased 3.5 per cent due to both 
higher average benefits, which have risen 
because of higher inflation in early 2003, and 
an increase in the number of individuals eligible 
for benefits. EI benefit payments were up 
12.0 per cent, mainly because of one more 
payment cycle in May 2004 compared to 
last year. 


¢ Major transfers to other levels of government, 
consisting of the federal transfers in support of 
health and other social programs (Canada 
Health Transfer, Canada Social Transfer and 
Medical Reform Transfer), fiscal transfers and 
Alternative Payments for Standing Programs 
were up $0.3 billion, or 10.3 per cent. The 
increase in federal transfers in support of health 
and other social transfers reflected increased 
funding under the February 2003 Health 
Accord. Fiscal transfers consist of Equalization, 
payments to the territorial governments, 
statutory subsidies and recoveries under the 
Youth Allowance Recovery Program. In 
aggregate, these transfers were up 17.0 per cent 
from May 2003. 


* Subsidies and other transfers increased 
marginally. This component is extremely volatile 
over the first few months of the fiscal year, 
reflecting the timing of payments. 


Other program expenses consist of transfers to 
Crown corporations and operating expenses for 
departments and agencies, including defense. All 
major components were lower than in May 2003, 
reflecting the timing of payments. 


Public debt charges were down marginally, as a 
lower stock of interest-bearing debt offset the 
impact of an increase in the average effective 
interest rate on that debt. 


April and May 2004: budgetary results 


In the first two months of the fiscal year, there was 
a budgetary surplus of $1.8 billion, slightly less 
than the $1.9 billion surplus reported in the same 
period of 2003-04, as higher program expenses 
offset an increase in budgetary revenues. On a 
year-over-year basis, budgetary revenues, at 

$30.4 billion, were up $0.7 billion, or 2.5 per cent, 
as higher personal income tax and GST revenues 
more than offset declines in most of the other 
major revenue components. On a year-over-year 
basis, program expenses in the April and May 2004 
period, at $22.7 billion, were up $0.9 billion, or 
4.0 per cent, over the same period of 2003-04, 
with most of the increase attributable to higher 
transfers, especially for health care. Public debt 
charges were marginally lower. 


Revenues and expenses 
(April-May 2004) 


$ billions 
Revenues 
Other revenues 2.5 Expenses 
23 Subsidies and 
El premiums 3.4 ~ other transfers 
Transfers to other 
Corporate 3.6 5.3 ¢ 
income taxes levels of gov't 
i Public 
Excise taxes 5.8 
and duties 7! debt charges 


72 Transfers to 
“persons 


Personal 
income taxes 
8.0 Other program 

expenses 
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Table 3 
Budgetary expenses 
May April to May 
2003 2004 Change 2003-04 2004—05 Change 
($ millions) (%) ($ millions) (%) 
Transfer payments 
Transfers to persons 
Elderly benefits 2,208 2,286 325 4,409 4,567 3.6 
Employment insurance benefits 1,083 2s 12.0 2,514 2,602 35 
Total 33291 3,499 Oss) 6,923 7,169 30 
Transfers to other levels of government 
Support for health and 
other social programs 
Canada Health Transfer 1,054 2,108 
Canada Social Transfer 652 1,304 
Health Reform Transfer 125 250 
Canada Health and Social Transfer 1,691 8 3,384 16 
Total 691 1,839 8.8 3,384 3,678 Sof 
Fiscal transfers 1,036 | ePa 17.0 1,784 DI ly 20.6 
| Alternative Payments for 
| Standing Programs -191 -253 32.5 -382 -506 Sys 
| Total 2,550 2,798 10.3 4,786 5,324 Iie 
| Subsidies and other transfers 
| Agriculture 3 47 1,466.7 8 59 O375 
| Foreign Affairs 98 164 67.3 297), 335 12.8 
Health 151 159 a3 246 286 16.3 
Human Resources Development 100 155 52.0) 22, 303 30.6 
Indian and Northern Development 309 299 -3.2 909 929 Ma 
Industry and Regional Development 91 115 26.4 181 232 28.2 
Other 220 64 -70.9 420 155 -63.1 
Total 972 1,003 32 2293 2299 Ws) 
Total transfer payments 65799 7,300 7.4 14,002 14,792 5.6 
Other program expenses 
Crown corporation expenses 
Canadian Broadcasting Corporation 87 87 0.0 265 301 13.6 
Canada Mortgage and 
Housing Corporation 213 216 1.4 418 360 See) 
Other 166 108 -34.9 426 390 -8.5 
Total 466 41] -11.8 1,109 1,051 -5.2 
Defence 866 891 a) F652 1,641 -0.7 
All other departments and agencies 22029 2,596 -1.0 5,097 5,261 See 
Total other program expenses 3,955 3,898 -1.4 7,858 7-953 ew 
Total program expenses 10,754 11,198 4.] 21,860 22,745 4.0 
Public debt charges 2,985 2,968 -0.6 5,840 5,824 -0.3 


Total budgetary expenses 13,739, 2114166 ai 27,700 28,569 3.1 


The Fiscal Monitor 


Table | 
Summary statement of transactions 


May April to May 
2003 2004 2003-04 2004-05 
($ millions) 
Budgetary transactions 
Revenues 14,691 PSeL97, 29,644 30,388 
Expenses 
Program expenses -10,754 -11,198 -21,860 -22,745 
Public debt charges -2,985 -2,968 -5,840 -5,824 
Budgetary balance (deficit/surplus) 952 FO3s 1,944 1,819 
Non-budgetary transactions 27, 343 -4,324 -4,525 
Financial source/requirement 2,079 1,374 -2,380 -2,706 
Net change in financing activities 7369 9,028 2672 lz 
Net change in cash balances 9,448 10,402 292 -1,579 
Cash balance at end of period 14,994 15,747 
Note: Positive numbers indicate net source of funds. Negative numbers indicate net requirement for funds. 
Table 2 
Budgetary revenues 
May April to May 
2003 2004 Change 2003-04 2004—05 Change 
($ millions) (%) ($ millions) (%) 
Tax revenue 
Income taxe 
Personal income tax 6,015 6,925 NS), [2351 13,916 At 
Corporate income tax 2,180 2,095 -3.9 4,053 3. 5t Ley 
Other income tax revenue 212 321 51.4 500 568 13.6 
Total income tax 8,407 9341 j isla 16,904 18,061 6.8 
Excise taxes and duties 
Goods and services tax 2,033 2332 14.7 4,761 Ser 20) jie 
Customs import duties 209 227 8.6 453 462 2.0 
Sales and excise taxes 793 634 -20.1 1,526 1,410 -7.6 
Air Travellers Security Charge 50 aL -38.0 o5 65 -31.6 
Total excise taxes and duties 3,085 3,224 4.5 6,835 OS? Siw 
Total tax revenues 11,492 12,565 9.3 2359 Plan bess 5.8 
Employment insurance premiums 1,762 1,671 -5.2 BaD. 3,368 -4.7 
Other revenues 1,437 961 -33.] Die 1,902 -19.8 
Total budgetary revenues 14,691 15,197 3.4 29,644 30,388 2.9 
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Financial requirement of $2.7 billion 
for April and May 2004 


The budgetary balance is presented on a full 
accrual basis of accounting, recording government 
assets and liabilities when they are receivable or 
incurred, regardless of when the cash is received or 
paid. In contrast, the financial source/requirement 
measures the difference between cash coming in to 
the Government and cash going out. This measure 
is affected not only by changes in the budgetary 
balance but also by the cash source/requirement 
resulting from the Government’s investing 
activities through its acquisition of capital assets, 
its loans, financial investments and advances, and 
pensions and other accounts, as well as from other 
activities, including payment of accounts payable 
and collection of accounts receivable, foreign 
exchange activities, and the amortization of 

its tangible capital assets. The difference 

between the budgetary balance and financial 
source/requirement is recorded in non-budgetary 
transactions. 


Budgetary balance 

$ billions % of GDP 
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* 2004 budget estimate. 
Sources: Department of Finance and Statistics Canada. 


Non-budgetary transactions resulted in a net 
requirement of $4.5 billion in April and May, 

up $0.2 billion from the requirement in the same 
period of 2003-04, primarily reflecting a lower net 
source of funds from pensions and other accounts. 


With a budgetary surplus of $1.8 billion and a net 
requirement of $4.5 billion from non-budgetary 
transactions, there was a financial requirement of 
$2.7 billion in the first two months of 2004-05, 
up slightly from the same period last year. 


Net financing activities up $1.1 billion 


To finance this net financial requirement, the 
Government increased its net financing activities 
by $1.1 billion and reduced its cash balances by 
$1.6 billion. The level of cash balances varies 

from month to month based on a number of factors 
including periodic large debt maturities, which 

can be quite volatile on a monthly basis. Cash 
balances at the end of May stood at $15.7 billion. 


Federal debt (accumulated deficit) 
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* 2004 budget estimate. 
Sources: Department of Finance and Statistics Canada. 
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Table 4 


Budgetary balance and financial source/requirement 


May April to May 
2003 2004 2003-04 2004—05 
Budgetary balance (deficit/surplus) O52 1,031 1,944 1,819 
Non-budgetary transactions 
Capital investing activities -20)3 -90 -249 -238 
Other investing activities -11 8 -324 LSS 
Pension and other accounts 412 764 813 184 
Other activities 
Accounts payable, receivables, accruals 
and allowances 883 518 -4.853 -4,651 
Foreign exchange activities -106 -1,106 -212 -495 
Amortization of tangible capital assets [is2 249 501 522 
Total other activities 929 -339 -4,564 -4,624 
Total non-budgetary transactions a 343 -4,324 -4,525 
Net financial source/requirement DAVIN) 1,374 -2,380 -2,706 
Table 5 
Financial source/requirement and net financing activities 
May April to May 
2003 2004 2003-04 2004—05 
Net financial source/requirement 2,079 1,374 -2,380 -2,706 
Net increase (+)/decrease (-) in financing activities 
Unmatured debt transaction 
Canadian currency borrowings 
Marketable bonds 1,693 4,974 641 2,156 
Treasury bills 6,000 3,800 2,500 0 
Canada Savings Bonds -138 -38 -232 -47 
Other -5 Ly -5 -8 
Total 7,550 8,753 2,904 2A Ol 
Foreign currency borrowings -181 Ze -232 -974 
Net change in financing activities 7,369 9,028 2,672 [127 
Change in cash balance 9,448 10,402 292 1579 
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Highlights 


| June 2004: budgetary surplus of $1.1 billion 


There was a budgetary surplus of $1.1 billion in June 2004, $0.6 billion lower than the surplus of 

$1.7 billion reported in June 2003. This year-over-year decline in the budgetary surplus primarily reflects 
the timing of revenue collections over the first three months of this year compared to the same period last 
year. On a year-over-year basis, budgetary revenues were down $0.3 billion, while program expenses 
increased by $0.4 billion, primarily reflecting higher transfer payments to the provinces and territories. 
Public debt charges were $0.1 billion lower. 


April to June 2004: budgetary surplus of $2.9 billion 


For the first three months of the 2004—05 fiscal year (April to June), the budgetary surplus is estimated at 
$2.9 billion, down $0.7 billion from the surplus reported in the same period last year. Budgetary revenues 
were up $0.5 billion, or 1.0 per cent, as increases in personal income tax and goods and services tax (GST) 
revenues were dampened by declines in corporate income tax revenues, employment insurance (EI) 
premiums and other revenues. Program expenses were up $1.3 billion, or 4.1 per cent, primarily due to 
higher transfers to the provinces for health and equalization. Public debt charges were $0.1 billion lower. 


June 2004: budgetary results Customs import duties were unchanged, while 
sales and excise taxes increased by 7.6 per cent, 
offsetting some of the year-over-year decline 
reported last month. 


The June 2004 budgetary surplus of $1.1 billion was 
$0.6 billion lower than that reported in June 2003. 


On a year-over-year basis, budgetary revenues, at El promiumeeyeretdownichliner cenmastic 


Aneel SNES es ola ae OU chee reduction in premium rates (the employee rate 
1.8 per cent. This decline primarily reflects timing for 004 eSTLORtpen STOO ninenrable earnines 


factors with respect to the receipt of revenues 

over the first three months of 2004—05 compared Sea Seen Pelee eee a 

to the same period last year. saonile aerate NSUNIIS, 

¢ Personal income tax revenues were down 
$0.5 billion, or 6.2 per cent, offsetting about 
half of the year-over-year increase reported in 
May 2004. This primarily reflects the timing of 
receipts between May and June of this year 
compared to May and June of last year. 


¢ Other revenues, consisting of revenues from 
Crown corporations, sales of goods and services 
and foreign exchange revenues, were down 
$0.1 billion, or 8.0 per cent. This component 
is extremely volatile on a monthly basis. 


* Corporate income tax revenues increased by On a year-over-year basis, program expenses in 


$0.3 billion on a year-over-year basis, reflecting June 2004 were $11.2 billion, up $0.4 billion, Or 
both strong growth in gross receipts and lower 4.1 per cent, from June 2003 due entirely to higher 
refunds related to reassessments of tax liabilities transfer payments, as other program expenses were 
in previous years. marginally lower. 
¢ Excise taxes and duties declined by $90 million, Transfer payments were $0.5 billion higher, with 

or 2.7 per cent. GST revenues were down increases in the three major components. 
$147 million, or 6.4 per cent, reversing some of * Major transfers to persons, consisting of 
the year-over-year increase reported in May 2004. elderly and EI; benefits, were up $19 million, 

Lh OP ARN 

aw » \ 


(eee ey i+t 
Department of Finance Ministére des Finances \ DEC 1 2004 C d 
i ve Gf @anada Canada Vs ania a 


The Fiscal Monitor 


or 0.6 per cent, on a year-over-year basis. Elderly 
benefits increased 2.9 per cent due to both higher 
average benefits, which have risen because of 
higher inflation in early 2003, and an increase in 
the number of individuals eligible for benefits. 

EI benefit payments declined 4.3 per cent, 
reflecting the timing of payments between 

May and June. As noted in the May 2004 

Fiscal Monitor, the large year-over-year increase 
reported in May 2004 was attributable to the 
inclusion of one more payment cycle in May 2004 
compared to last year. 


¢ Major transfers to other levels of government, 
consisting of federal transfers in support of health 
and other social programs (Canada Health 
Transfer, Canada Social Transfer and Health 
Reform Transfer), fiscal transfers and Alternative 
Payments for Standing Programs, were up 
$0.3 billion, or 11.0 per cent. The increase in 
federal transfers in support of health and other 
social programs reflects increased funding under 
the February 2003 Health Accord. Fiscal transfers 
consist of equalization, payments to the territorial 
governments, statutory subsidies and recoveries 
under the Youth Allowance Recovery Program. 
In aggregate, these transfers were up 19.8 per cent 
from June 2003. 


¢ Subsidies and other transfers increased by 
17.6 per cent. This component is extremely 
volatile over the first few months of the fiscal 
year, reflecting the timing of payments. 


Other program expenses consist of transfers to 
Crown corporations and operating expenses for 
departments and agencies, including defence. On a 
year-over-year basis, these expenses were marginally 
lower, as increases in Crown corporation expenses 
were offset by lower defence and all other 
departmental and agency expenses. This component 
is also quite volatile over the first few months of the 
fiscal year, reflecting the timing of payments and the 
coming into force of budget measures. 


Public debt charges were down 4.1 per cent, as a 
smaller stock of interest-bearing debt more than 
offset the impact of an increase in the average 
effective interest rate on that debt. 


April to June 2004: budgetary results 


In the first three months of the fiscal year, there 

was a budgetary surplus of $2.9 billion, down 

$0.7 billion from the surplus of $3.7 billion reported 
in the same period of 2003-04. 


Budgetary revenues, at $45.5 billion, were up 

$0.5 billion, or 1.0 per cent, as increases in personal 
income tax and GST revenues were dampened by 
declines in corporate income tax revenues, 

EI premiums and other revenues. 


¢ Personal income tax revenues increased by 
$1.1 billion, or 5.6 per cent. The year-over-year 
increase is primarily due to the strong growth in 
source deductions from employment income, 
reflecting, in part, strong gains in employment 
over the past 12 months. 


¢ Corporate income tax revenues were down 
2.2 per cent. Although monthly installments were 
higher on a year-over-year basis, the increase was 
not sufficient to offset higher refunds related to 
reassessments of tax liabilities in previous years. 


* Excise taxes and duties increased $0.1 billion, or 
1.3 per cent. GST revenues increased $0.2 billion, 
or 3.0 per cent, due to higher gross receipts from 
domestic sales and lower refunds. Sales and excise 
taxes declined by 2.3 per cent, primarily due to 
lower energy taxes. 


¢ EI premiums were down 5.2 per cent, reflecting 
the reduction in premium rates. 


¢ Other revenues declined 16.1 per cent. 


On a year-over-year basis, program expenses in the 
April to June 2004 period, at $33.9 billion, were up 
$1.3 billion, or 4.1 per cent, over the same period 
of 2003-04, with most of the increase attributable 
to higher transfers to the provinces for health care 
and equalization. Public debt charges declined 

by $0.1 billion. 


Transfer payments, which accounted for nearly 
two-thirds of total program expenses, increased by 
$1.3 billion, or 6.1 per cent. 


Revenues and expenses 
(April-June 2004) 


$ billions 
Revenues 


Other revenues 3.7 i 
Subsidies and 
El premiums 5.0 other transfers 

Transfers to other 


Corporate 57 
levels of gov’t 


income taxes 


Public 
debt charges 


Excise taxes 
and duties 


Transfers to 
“persons 


Personal 
income taxes 


Other program 
“expenses 


45.5 


etal 


The Fiscal Monitor 


Table 3 
_ Budgetary expenses 
June April to June 
2003 2004 Change 2003-04 2004-05 Change 
($ millions) (%) ($ millions) (%) 
Transfer payments 
Transfers to persons 
Elderly benefits 2,224 2,288 Ds) 6,633 6,855 33 
Employment insurance benefits 1,058 1,013 -43 29/4 BGiS la2 
Total 3282 3,301 0.6 10,204 10,470 2.6 
Transfers to other levels of government 
Support for health and 
other social programs 
Canada Health Transfer 1,054 ByallGs) 
Canada Social Transfer 652 1,956 
Health Reform Transfer Ps) oi) 
Canada Health and Social Transfer 1,691 8 SH Wie 25 
Total 1,691 1,839 8.8 5075 oye) 8.7 
Fiscal transfers 893 1,070 19.8 226 )o 322 | 20.3 
Alternative Payments for 
Standing Programs -19] -253 320 -573 -759 S219 
Total 2,393 ee OG 11.0 TAGE) 7,981 Wi 
Subsidies and other transfers 
Agriculture 2 65 441.7 19 124 p20 
Foreign Affairs INS if 241 eye) 435 576 32.4 
Health 80 89 Lies 326 275 15.0 
Human Resources Development 110 100 -9.1 341 404 18.5 
Indian and Northern Development 343 283 -17.5 252 ipa Wie -3.2 
Industry and Regional Development 148 LZ ell 329 384 LOT 
Other 226 312 38.1 645 471 -27.0 
Total 1,056 1,242 eo 3,347 3,546 ony) 
Total transfer payments 63731 TA99 0 20,730 215997 6.1 
Other program expenses 
Crown corporation expenses 
Canadian Broadcasting Corporation 102 71 -30.4 366 372 LEG 
Canada Mortgage and 
Housing Corporation 152 195 28.3 570 555 -2.6 
Other 120 180 50.0 546 572 4.8 
Total 374 446 193 1,482 1,499 ial 
Defence 901 856 -5.0 pis ey) 2,499 -2.1 
All other departments and agencies 2,749 2,700 -1.8 7,850 7,951 13 
Total other program expenses 4.024 4,002 -0.5 11,884 11,949 OD 
Total program expenses 10,755 L201 4.] 32,614 33,946 4.1 
Public debt charges 2,965 2,842 -4.] 8,806 8,666 -1.6 


Total budgetary expenses 132720 14,043 2.4 41,420 42,612 29 
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Table | 


Summary statement of transactions 


June April to June 


2003 2004 2003-04 2004—05 


($ millions) 


Budgetary transactions 


Revenues 15:431 15,147 45,075 45,535 
Expenses 
Program expenses -10,755 -11,201 -32,614 -33,946 
Public debt charges -2,965 -2,842 -8,806 -8,666 
Budgetary balance (deficit/surplus) ra 1,104 35055 2,923 
Non-budgetary transactions -8,882 -5,596 -13,207 -10,126 
Financial source/requirement -7,171 -4,492 -9,552 -7,198 
Net change in financing activities -3,201 -8,917 -530 -7,789 
Net change in cash balances -10,372 -13,409 -10,082 -14,987 
Cash balance at end of period 4,621 2,264 


Note: Positive numbers indicate net source of funds. Negative numbers indicate net requirement for funds. 


Table 2 
Budgetary revenues 
June April to June 
2003 2004 Change 2003-04 2004—05 Change 
($ millions) (%) ($ millions) (%) 
Tax revenue 
Income taxes 
Personal income tax 7,348 6,894 -6.2 19,699 20,810 5:6 
Corporate income tax 1,778 225 19.5 Be 5702 -2.2 
Other income tax revenue 165 267 61.8 665 835 25.6 
Total income tax 9,291 9,286 -0.1 26,195 27,347 4.4 
Excise taxes and duties 
Goods.and services tax DSN DAN OS -6.4 7,073 WGA 3.0 
Customs import duties 216 216 0.0 669 677 2 
Sales and excise taxes 819 881 16 2,345 2,290 -2.3 
Air Travellers Security Charge 36 =) -13.9 132 96 -27.3 
Total excise taxes and duties 3,303 3,293 -2.7 10,219 10,348 es 
Total tax revenues 12,674 12.579 -0.7 36,414 37,695 28) 
Employment insurance premiums 1,708 1,603 -6.1 5,241 4,971 -5.2 
Other revenues 1,049 965 -8.0 3,420 2,869 -16.1 


Total budgetary revenues 15,431 15,147 -1.8 45,075 45,535 1.0 
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¢ Transfers to persons advanced by 2.6 per cent. 
Elderly benefits were up 3.3 per cent while 
EI benefits increased 1.2 per cent. Within 
EI benefits, regular benefit payments were lower, 
reflecting the improved labour market situation, 
while special benefits, such as sickness, maternity 
and paternal benefits, were higher. 


¢ Transfers to other levels of government were up 
$0.8 billion, or 11.2 per cent, reflecting higher 
transfers in support of health and other social 
programs and increased fiscal transfers. The latter 
primarily reflects the impact on the 2003—04 
results of recoveries related to overpayments in 
previous years under the equalization program. 


¢ Subsidies and other transfers increased by 
5-9 per cent. 


Other program expenses increased by 0.5 per cent, 
as lower year-over-year defence expenses largely 
offset increases in the two other components. 


Public debt charges were down 1.6 per cent, as the 
impact of a decline in the stock of interest-bearing 
debt more than offset an increase in the average 
effective interest rate on that debt. 


Financial requirement of $7.2 billion 
for April to June 2004 


The budgetary balance is presented on a full accrual 
basis of accounting, recording government assets and 
liabilities when they are receivable or incurred, 
regardless of when the cash is received or paid. In 
contrast, the financial source/requirement measures 
the difference between cash coming in to the 
Government and cash going out. This measure is 
affected not only by changes in the budgetary 


Budgetary balance 


$ billions % of GDP 
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* 2004 budget estimate. 
Sources: Department of Finance and Statistics Canada. 


balance but also by the cash source/requirement 
resulting from the Government’s investing activities 
through its acquisition of capital assets and its loans, 
financial investments and advances, as well as from 
other activities, including payment of accounts 
payable and collection of accounts receivable, 
foreign exchange activities, and the amortization of 
its tangible capital assets. The difference between the 
budgetary balance and financial source/requirement 
is recorded in non-budgetary transactions. 


Non-budgetary transactions resulted in a net 
requirement of $10.1 billion in the April to June 
period, down $3.1 billion from the requirement in 
the same period of 2003-04. The decline is primarily 
attributable to the cash transfers to trust funds 
established in the 2003 budget for the Canada Health 
and Social Transfer cash supplement ($2.5 billion) 
and the Diagnostic/Medical Equipment Fund 

($1.5 billion). 


With a budgetary surplus of $2.9 billion and a net 
requirement of $10.1 billion from non-budgetary 
transactions, there was a financial requirement of 
$7.2 billion in the first three months of 2004—05, 
down $2.4 billion from the same period last year. 


Net financing activities down $7.8 billion 


The Government lowered its holdings of market debt 
by $7.8 billion by the end of June 2004. As a result, 
to finance the financial requirement of $7.2 billion, 
it lowered its cash balances. The level of cash 
balances varies from month to month based on a 
number of factors including periodic large debt 
maturities, which can be quite volatile on a monthly 
basis. Cash balances at the end of June stood at 

$2.3 billion. 


Federal debt (accumulated deficit) 
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Table 4 


Budgetary balance and financial source/requirement 


June April to June 
2003 2004 2003-04 2004-05 
($ millions) 
Budgetary balance (deficit/surplus) Lia 1,104 3,655 22S 
Non-budgetary transactions 
Capital investing activities -170 -134 -420 -373 
Other investing activities -12] -275 -445 -122 
Pension and other accounts -24 -80 791 105 
Other activities 
Accounts payable, receivables, accruals 
and allowances -9,253 -6,004 -14,106 -10,649 
Foreign exchange activities 420 671 207 175 
Amortization of tangible capital assets 266 226 766 743 
Total other activities -8,567 -5,107 -13,133 -9,731 
Total non-budgetary transactions -8,882 -5,596 -13,207 -10,121 
Net financial source/requirement =) PATA -4,492 -9,552 -7,198 
Table 5 
Financial source/requirement and net financing activities 
June April to June 
2003 2004 2003-04 2004-05 
($ millions) 
Net financial source/requirement -7,171 -4,492 -9,552 -7,198 
Net increase (+)/decrease (-) in financing activities 
Unmatured debt transactions 
Canadian currency borrowings 
Marketable bonds -3,705 -9,867 -3,065 -7,710 
Treasury bills 400 800 2,900 800 
Canada Savings Bonds -158 -75 -390 -122 
Other 182 -6 I) -14 
Total -3,281 -9,148 -378 -7,046 
Foreign currency borrowings 80 23) -152 -743 
Net change in financing activities -3,201 -8,917 -530 -7,789 
Change in cash balance -10,372 -13,409 -10,082 -14,987 
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Highlights 
July 2004: budgetary surplus of $1.4 billion 


There was a budgetary surplus of $1.4 billion in July 2004, compared to a surplus of $12 million in July 2003. 

This year-over-year improvement in the budgetary surplus is attributable to strong growth in budgetary revenues, 

up $1.5 billion or 10.3 per cent, primarily reflecting higher corporate income taxes and excise taxes and duties. 
Total budgetary expenses were up $0.1 billion, as slightly higher program expenses offset a decline in public debt charges. 


April to July 2004: budgetary surplus of $4.4 billion 


For the first four months of the 2004—05 fiscal year (April to July), the budgetary surplus is estimated at 

$4.4 billion, up $0.7 billion from the surplus reported in the same period last year. Budgetary revenues were up 
$2.0 billion or 3.3 per cent, reflecting gains in most major components. The strength in budgetary revenues 
reflects the strong growth in the economy witnessed during the first half of 2004. Statistics Canada reported that 
nominal income, the applicable tax base for federal revenues, increased by 6.7 per cent in the seond quarter of 
2004 compared to the same period last year. Program expenses were up $1.5 billion, or 3.4 per cent, primarily 
due to higher transfer payments, reflecting the impact of previous budget measures. Public debt charges were 


$0.2 billion lower. 


July 2004: budgetary results 


The July 2004 budgetary surplus is estimated at 
$1.4 billion, compared to a surplus of $12 million 
in July 2003. 


On a year-over-year basis, budgetary revenues, at 
$16.1 billion, were up $1.5 billion, or 10.3 per cent. 
This increase is primarily attributable to a $0.7-billion 
increase in corporate income tax revenues and a 
$0.8-billion increase in excise taxes and duties. 


¢ Personal income tax revenues were up $0.1 billion, 
or 1.5 per cent, primarily reflecting higher 
deductions from employment income. 


¢ Corporate income tax revenues increased by 
$0.7 billion, or 62.4 per cent, reflecting both strong 
growth in gross receipts and lower refunds related to 
reassessments of tax liabilities in previous years. 


e Excise taxes and duties increased $0.8 billion, 
or 25.9 per cent, with all components higher. 
Goods and services tax (GST) revenues were up 
$0.5 billion, or 20.9 per cent, due to higher GST 
levied at customs and lower refunds. Customs 
import duties advanced by $0.1 billion, while sales 
and excise taxes increased by $0.2 billion. 


¢ Employment insurance (EI) premiums were down 
11.3 per cent, as the reduction in premium rates 


gi Department of Finance Ministere des Finances 
Canada Canada 


(the employee rate for 2004 is $1.98 per $100 of 
insurable earnings compared to $2.10 in 2003) more 
than offset the increase in employment and thus the 
number of people paying premiums. 


¢ Other revenues, consisting of revenues from Crown 
corporations, sales of goods and services and foreign 
exchange revenues, were up 7.9 per cent. This 
component is extremely volatile on a monthly basis. 


Program expenses in July 2004 were $11.6 billion, 
up $0.2 billion, or 1.4 per cent, from July 2003. 
Both transfer payments and other program expenses 
were marginally higher. 


Transfer payments were up $0.1 billion, or 
1.8 per cent. 


¢ Major transfers to persons, consisting of elderly and 
EI benefits, were up marginally on a year-over-year 
basis, as higher elderly benefits were virtually offset 
by lower EI benefits. Elderly benefits increased 
2.7 per cent due to both higher average benefits, 
which have risen because of higher inflation in early 
2003, and an increase in the number of individuals 
eligible for benefits. EI benefit payments declined 
5.3 per cent, reflecting lower regular benefit 
payments, attributable to the improved labour 
market situation. 
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¢ Major transfers to other levels of government, 
consisting of federal transfers in support of health 
and other social programs (Canada Health Transfer, 
Canada Social Transfer and Health Reform 
Transfer), fiscal transfers and Alternative Payments 
for Standing Programs, were up $0.2 billion, or 
8.1 per cent. The increase in federal transfers in 
support of health and other social programs reflects 
increased funding under the February 2003 First 
Ministers’ Accord on Health Care Renewal. Fiscal 
transfers consist of equalization, payments to the 
territorial governments, statutory subsidies and 
recoveries under the Youth Allowance Recovery 
Program. In aggregate, these transfers were up 
7.3 per cent from July 2003. 


¢ Subsidies and other transfers declined by 
5.8 per cent. This component is extremely volatile 
on a monthly basis, reflecting the timing 
of payments. 


Other program expenses consist of transfers to Crown 
corporations and operating expenses for departments 
and agencies, including defence. On a year-over-year 
basis, these expenses were up 0.9 per cent, as a decline 
in Crown corporation expenses was more than offset by 
higher defence and all other departmental and agency 
expenses. This component is also quite volatile on a 
monthly basis, reflecting the timing of payments and 
the coming into force of budget measures. 


Public debt charges were down 2.5 per cent, as a 
lower stock of interest-bearing debt more than offset 
an increase in the average effective interest rate on 
that debt. 


April to July 2004: budgetary results 


In the first four months of the fiscal year, there was a 

budgetary surplus of $4.4 billion, up $0.7 billion from 
the surplus of $3.7 billion reported in the same period 
of 2003-04. 


Budgetary revenues, at $61.6 billion, were up 

$2.0 billion, or 3.3 per cent, reflecting strong gains in 
most components of tax revenues (up 6 per cent), 
dampened slightly by lower EI premiums and 

other revenues. 


* Personal income tax revenues increased by 
$1.2 billion, or 4.5 per cent. The year-over-year 
increase is primarily attributable to the strong growth 
in source deductions from employment income, 
reflecting, in part, gains in employment over the past 
12 months. 


* Corporate income tax revenues were up $0.6 billion, 
or 8.6 per cent, reflecting strong gains in monthly 
installments due to higher corporate profits. 


¢ Excise taxes and duties increased by $1.0 billion, 
or 7.2 per cent. GST revenues increased by 
$0.7 billion, or 7.3 per cent, due to higher gross 
receipts from domestic sales and at customs as well 
as lower refunds. Customs import duties advanced 
by 13.2 per cent, reflecting strong growth in dutiable 
imports. Sales and excise taxes increased by 
5.8 per cent due to higher excise revenues on 
tobacco and alcohol products, as energy tax revenues 
were lower. 


¢ EI premiums were down 6.6 per cent, reflecting 
the reduction in premium rates. 


¢ Other revenues declined by 11.2 per cent. 


On a year-over-year basis, program expenses in the 
April to July 2004 period, at $45.6 billion, were up 
$1.5 billion, or 3.4 per cent, over the same period of 
2003-04, with most of the increase attributable to 
higher transfer payments. Public debt charges declined 
by $0.2 billion. 


Transfer payments, which accounted for nearly 
two-thirds of total program expenses, increased by 
$1.4 billion, or 5.0 per cent. 


¢ Transfers to persons advanced by $0.3 billion, or 
2.0 per cent. Elderly benefits were up 3.2 per cent 
while EI benefits were marginally lower. Within EI 
benefits, regular benefit payments were lower, 
reflecting the improved labour market situation, 
while special benefits, such as sickness, maternity 
and paternal benefits, were higher. 


¢ Transfers to other levels of government were up 
$0.6 billion, or 6.5 per cent, reflecting higher transfers 
in support of health and other social programs, due to 
recent budget measures, and increased fiscal transfers. 
The latter primarily reflects the impact of recoveries 
in 2003—04 related to overpayments in previous years 
under the equalization program, which depressed 


Revenues and expenses 
(April-July 2004) 


$ billions 
Revenues 
Other revenues 4.9 Expenses oe 
54 Subsidies and 
El premiums 6.4 ~ other transfers 
Corporate Transfers to other 
income on . 10.2 levels of gov't 
Excise taxes 41.7 Public 
and duties '44 debt charges 
13.7 Transfers to 
“persons 
Personal 
income taxes ES 
16.6 Other program 
“expenses 
61.6 57.2 
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Table 3 
Budgetary expenses 
July April to July 
2003 2004 Change 2003-04 2004—05 Change 
($ millions) (%) ($ millions) (%) 
Transfer payments 
Transfers to persons 
Elderly benefits 2,214 PREM) | 8,847 O27 3, 2 
Employment insurance benefits 1,036 981 -5.3 4,607 4,597 -0.2 
Total 3,250 3,254 0.1 13,454 13,724 2.0 
Transfers to other levels of government 
Support for health and 
other social programs 
Canada Health Transfer 1,054 AO | 
Canada Social Transfer 652 2,608 
Health Reform Transfer 125 500 
Canada Health and Social Transfer 1,691 6,766 D5 
Total 1,691 1,831 8.3 6,766 75350 8.6 
Fiscal transfers 879 943 Ts) Sn 3,790 6.6 
Alternative Payments for 
Standing Programs -211 -225 6.6 -784 -984 Z.D 
Total 2359 2,549 8.1 9,537 10,156 6.5 
Subsidies and other transfers 
Agriculture 27 29 7.4 46 153 232:6 
Foreign Affairs 159 15 -5.0 593 IPA 22.6 
Health 19] 233 22.0 17 608 17.6 
Human Resources Development 85 88 ci) 427 492 152 
Indian and Northern Development Bil: 340 9.0 1,564 L552 -0.8 
Industry and Regional Development 128 110 -14.1 457 494 8.1 
Other 362 240 -33.7 1,004 1,084 8.0 
Total 1,264 tot -5.8 4,608 5,110 10.9 
Total transfer payments 6,873 6,994 1.8 2199 28,990 5.0 
Other program expenses 
Crown corporation expenses 
Canadian Broadcasting Corporation 51 94 84.3 417 466 11.8 
Canada Mortgage and 
Housing Corporation 166 170 2.4 Wee (025) -1.6 
Other 192 122 -36.5 eM: 695 -5.7 
Total 409 386 -5.6 1,891 1,886 -0.3 
Defence 12021 1,070 4.8 3,576 3,568 -0.2 
All other departments and agencies 3,138 3,154 0.5 10,989 1SLOS Pl 
Total other program expenses 4,568 4,610 0.9 16,456 16,563 0.7 
Total program expenses 11,441 11,604 1.4 44,055 45,553 3.4 
Public debt charges 3,108 3,031 -2.5 11,914 11,696 -1.8 


Total budgetary expenses 14,549 14,635 0.6 55,969 57,249 2.3 
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Table 1 


Summary statement of transactions 


July April to July 


2003 2004 2003-04 2004—05 


($ millions) 


Budgetary transactions 


Revenues 14,561 16,063 59,636 61,600 
Expenses 
Program expenses -11,441 -11,604 -44,055 -45,553 
Public debt charges -3,108 -3,031 -11,914 -11,696 
Budgetary balance (deficit/surplus) LZ 1,439 3,667 4,351 
Non-budgetary transactions -2,218 -88 -15,427 -10,209 
Financial source/requirement -2,206 1,340 -11,760 -5,858 
Net change in financing activities 988 821 458 -6,967 
Net change in cash balances -1,218 Zot -11,302 -12,825 
Cash balance at end of period 35595 4,425 


Note: Positive numbers indicate net source of funds. Negative numbers indicate net requirement for funds. 


Table 2 
Budgetary revenues 
July April to July 
2003 2004 Change 2003-04 2004-05 Change 
($ millions) (%) ($ millions) (%) 
Tax revenue 
Income taxes 
Personal income tax 7,345 7,453 iS 27,045 28,265 4.5 
Corporate income tax 1,169 1,899 62.4 7,000 7,600 8.6 
Other income tax revenue Sy 266 -16.1 982 al Pet 
Total income tax 8,831 9,618 8.9 35,027 36,966 55 
Excise taxes and duties 
Goods and services tax 2251 PIPES: 20.9 9,330 10,013 73 
Customs import duties 210 ENG i! elZ0 879 995 hen 
Sales and excise taxes 726 960 B27 31072 3,250 5.8 
Air Travellers Security Charge 15 35 13373 147 131 -10.9 
Total excise taxes and duties 3,208 4,040 25.9 13,428 14,389 La 
Total tax revenues 12,039 13,658 13.4 48,455 515355 6.0 
Employment insurance premiums 1,652 1,466 -11.3 6,893. 6,438 -6.6 
Other revenues 870 939 7.9 4,288 3,807 -11.2 


Total budgetary revenues 14,561 16,063 10.3 59,636 61,600 32 
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spending last year. Misclassifications between fiscal 
transfers and subsidies and other transfers resulted in 
an overstatement of fiscal transfers in the April 

to June 2004 period of $374 million and an 
understatement of subsidies and other transfers of a 
comparable amount. This was corrected in July. 


¢ Subsidies and other transfers increased by 
$0.5 billion, or 10.9 per cent, primarily reflecting 
the impact of previous budget measures. 


Other program expenses increased by $0.1 billion, 
or 0.7 per cent, as slightly lower year-over-year Crown 
corporation and defence expenses were offset by an 


increase in all other departmental and agency expenses. 


Public debt charges were down 1.8 per cent, as a 
decline in the stock of interest-bearing debt more than 
offset an increase in the average effective interest rate 
on that debt. 


Financial requirement of $5.9 billion 
for April to July 2004 


The budgetary balance is presented on a full accrual 
basis of accounting, recording government assets and 
liabilities when they are receivable or incurred, 
regardless of when the cash is received or paid. In 
contrast, the financial source/requirement measures the 
difference between cash coming in to the Government 
and cash going out. This measure is affected not only 
by changes in the budgetary balance but also by 

the cash source/requirement resulting from the 
Government’s investing activities through its 
acquisition of capital assets and its loans, financial 
investments and advances, as well as from other 
activities, including payment of accounts payable and 


Budgetary balance 

$ billions % of GDP 

30 4 
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1994 1996 1998 2000 2002 2004* 


* 2004 budget estimate. 
Sources: Department of Finance and Statistics Canada. 


collection of accounts receivable, foreign exchange 
activities, and the amortization of its tangible capital 
assets. The difference between the budgetary balance 
and financial source/requirement is recorded in 
non-budgetary transactions. 


Non-budgetary transactions resulted in a net 
requirement of $10.2 billion in the April to July period, 
down $5.2 billion from the requirement in the same 
period of 2003-04. The decline is primarily attributable 
to the cash transfers in the April to July 2003 period 

to trust funds established in the 2003 budget for the 
Canada Health and Social Transfer cash supplement 
($2.5 billion), the Diagnostic/Medical Equipment Fund 
($1.5 billion), Canada Health Infoway Corporation 
($600 million) and the Canada Foundation for 
Innovation ($500 million). 


With a budgetary surplus of $4.4 billion and a net 
requirement of $10.2 billion from non-budgetary 
transactions, there was a financial requirement of 
$5.9 billion in the first four months of 2004—05, down 
$5.9 billion from the same period last year. 


Net financing activities down $7.0 billion 


The Government lowered its holdings of market debt 
by $7.0 billion by the end of July 2004, primarily by 
reducing its holdings of marketable bonds. As a result, 
to finance the financial requirement of $5.9 billion, 

it lowered its cash balances. The level of cash balances 
varies from month to month based on a number of 
factors including periodic large debt maturities, which 
can be quite volatile on a monthly basis. Cash balances 
at the end of July stood at $4.4 billion. 


Federal debt (accumulated deficit) 
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Table 4 
Budgetary balance and financial source/requirement 
July April to July 
2003 2004 2003-04 2004-05 
($ millions) 
Budgetary balance (deficit/surplus) 12 1,428 3,667 4,351 
Non-budgetary transactions 
Capital investing activities -216 -6 -636 -379 
Other investing activities a4 -309 -400 -431 
Pension and other accounts -709 -721 81 -617 
Other activities 
Accounts payable, receivables, accruals 
and allowances -1,775 586 -15,884 -10,067 
Foreign exchange activities 205 104 412 279 
Amortization of tangible capital assets 233 258 1,000 1,006 
Total other activities -1,337 948 -14,472 -8,766 
Total non-budgetary transactions -2,218 -88 -15,427 -10,209 
Net financial source/requirement -2,206 1,340 -11,760 -5,858 
Table 5 
Financial source/requirement and net financing activities 
July April to July 
2003 2004 2003-04 2004-05 
($ millions) 
Net financial source/requirement -2,206 1,340 -11,760 -5,858 
Net increase (+)/decrease (-) in financing activities 
Unmatured debt transactions 
Canadian currency borrowings 
Marketable bonds -1,729 278 -4,794 -7,432 
Treasury bills 2,900 1,000 5,800 1,800 
Canada Savings Bonds -99 -61 -489 -183 
Other -2 -5 176 -19 
Total 1,070 jin 693 -5,834 
Foreign currency borrowings -82 -391 -235 -1,133 
Net change in financing activities 988 821 458 -6,967 
Change in cash balance -1,218 Zee -11,302 -12,825 
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August 2004: budgetary surplus of $306 million 


There was a budgetary surplus of $306 million in August 2004, up slightly from the surplus of $103 million 
recorded in August 2003. Revenues were up $0.7 billion compared to August 2003, while program expenses 
were up $0.6 billion. Public debt charges were $0.1 billion lower than during the same month last year. 


April to August 2004: budgetary surplus of $4.7 billion 


For the first five months of the 2004—05 fiscal year (April to August), the budgetary surplus is estimated at 
$4.7 billion, up $0.9 billion from the surplus reported in the same period last year. Budgetary revenues were 
up $2.6 billion, or 3.6 per cent, reflecting gains in most major components, consistent with the strong 
growth in the economy in the first half of 2004. Program expenses were up $2.1 billion, or 3.8 per cent, 
primarily due to higher transfer payments, reflecting the impact of previous budget measures. Public debt 


charges were $0.3 billion lower. 


August 2004: budgetary results 


The August 2004 budgetary surplus is estimated 
at $306 million, up from $103 million in 
August 2003. 


On a year-over-year basis, budgetary revenues, 

at $14.6 billion, were up $0.7 billion, or 

4.9 per cent. This increase is primarily attributable 
to a $0.6-billion increase in personal income tax 
revenues and a $0.4-billion increase in excise 
taxes and duties, offset somewhat by declines in 
employment insurance premium revenues and 
other revenues. 


¢ Personal income tax revenues increased by 
$0.6 billion, or 10.1 per cent, primarily due to 
strong growth in source deductions. 


* Corporate income tax revenues were up 
3.8 per cent, as strong gains in monthly 
installments were partially offset by an increase 
in refunds related to prior taxation years. 


* Excise taxes and duties increased by $0.4 billion, 
or 9.8 per cent. This increase reflects strong 
growth in goods and services tax (GST) 
revenues, somewhat offset by declines in 
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customs import duties and sales and excise 
taxes. GST revenues increased $0.6 billion, or 
about 27 per cent, due to similar growth in gross 
receipts from both domestic sales and customs. 
Customs import duties were 11.5 per cent lower 
due in part to an increase in refunds. Sales and 
excise taxes declined 21.1 per cent, partly 
reflecting the ongoing effect of higher energy 
prices on energy demand. Other excise and sales 
taxes were generally lower than last year. 


Employment insurance (EI) premiums were 
down 11.3 per cent, as the reduction in 
premium rates (the employee rate for 2004 is 
$1.98 per $100 of insurable earnings compared 
to $2.10 in 2003) more than offset the increase 
in employment and thus the number of people 
paying premiums. 

Other revenues, which consist of revenues from 
Crown corporations: sales of goods and services 
and foreign exchange’ revenues, declined 

17.7 per cent. This component is extremely 
volatile on a monthly basis. 


Evi 


Canada 
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On a year-over-year basis, program expenses 

in August 2004 were $11.4 billion, up $0.6 billion, 
or 5.5 per cent, from August 2003. Higher 

EI benefits and equalization entitlements 
accounted for most of the increase. 


Transfer payments were up $0.5 billion, or 
6.9 per cent: 


¢ Major transfers to persons, consisting of 
elderly and EI benefits, were up strongly on a 
year-over-year basis. Elderly benefits increased 
3.4 per cent due to both higher average benefits, 
which have risen because of higher inflation in 
early 2003, and an increase in the number of 
individuals eligible for benefits. EI benefit 
payments increased 23.5 per cent, reflecting the 
timing of payments in August 2004 compared to 
the same month in 2003. Some of this increase 
should be reversed in September 2004. 


¢ Major transfers to other levels of government, 
consisting of federal transfers in support of 
health and other social programs (the Canada 
Health Transfer, Canada Social Transfer and 
Health Reform Transfer), fiscal transfers and 
Alternative Payments for Standing Programs, 
were up $0.3 billion, or 11.6 per cent. The 
increase in federal transfers in support of health 
and other social programs reflects increased 
funding under the February 2003 First Ministers’ 
Accord on Health Care Renewal. Fiscal transfers 
consist of equalization entitlements, payments to 
the territorial governments, statutory subsidies 
and recoveries under the Youth Allowance 
Recovery Program. In aggregate, these transfers 
were up 17.5 per cent from August 2003, 
primarily reflecting the impact of recoveries in 
2003—04 of overpayments in previous years. 


* Subsidies and other transfers were down 
11.6 per cent. This component is extremely 
volatile on a monthly basis, reflecting the timing 
of payments. Negative amounts in Agriculture 
and Human Resources Development for 
August 2004 reflect corrections to estimates 
for previous months. 


Other program expenses consist of transfers to 
Crown corporations and operating expenses for 
departments and agencies, including defence. 
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On a year-over-year basis, these expenses were up 
3.3 per cent, as a decline in Crown corporation 
and defence-related expenses was more than offset 
by higher expenses in all other departments and 
agencies. This component is also quite volatile on 
a monthly basis, reflecting the timing of payments 
and the coming into force of budget measures. 


Public debt charges were down 4.0 per cent, as a 
lower stock of interest-bearing debt more than 
offset the impact of an increase in the average 
effective interest rate on that debt. 


April to August 2004: budgetary results 


In the first five months of the fiscal year, there was 
a budgetary surplus of $4.7 billion, up $0.9 billion 
from the surplus of $3.8 billion reported in the 
same period of 2003-04. 


Budgetary revenues, at $76.2 billion, were up 

$2.6 billion, or 3.6 per cent, reflecting strong gains 
in most components of tax revenue, dampened 
slightly by lower EI premiums and other revenues. 
Tax revenues were up 6.6 per cent. 


¢ Personal income tax revenues increased by 
$1.9 billion, or 5.6 per cent, primarily due to 
strong growth in source deductions from 
employment income, reflecting, in part, gains 
in employment. 


Revenues and expenses 
(April-August 2004) 


$ billions 
Revenues 
Other revenues 6.1 Expenses th 
64 Subsidies and 
El premiums 7.7 other transfers 
Corporate Transfers to other 
Wcomme tae a 12-7 levels of gov't 
Excise taxes 14.6 Public 
and duties debt charges 


Other program 
expenses 


20.8 


Personal 
income taxes 
Transfers to 
persons 


17.4 
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* Corporate income tax revenues were up 
$0.6 billion, or 8.0 per cent, consistent with 
ongoing strength in corporate profits. 


* Excise taxes and duties increased by $1.3 billion, 
or 7.7 per cent, primarily due to growth in GST 
revenues, which were up 11.2 per cent. Customs 
import duties were also up, partially offset by 
declines in sales and excise taxes and revenues 
related to the Air Travellers Security Charge. 


¢ EI premiums were down $0.6 billion, or 
7.4 per cent. 


¢ Other revenues declined 12.7 per cent. 


On a year-over-year basis, program expenses in 
the April to August 2004 period, at $57.0 billion, 
were up 3.8 per cent over the same period of 
2003—04, with most of the increase attributable 
to higher transfer payments. Public debt charges 
were $0.3 billion lower than in the first 

five months of 2003—04. 


Transfer payments, which accounted for nearly 
two-thirds of total program expenses, increased 
by $1.9 billion, or 5.4 per cent. 
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* Transfers to persons advanced by $0.6 billion, 
or 3.6 per cent. Elderly benefits were up 
3.2 per cent while EI benefits were up 
4.3 per cent. Within EI benefits, most of the 
increase was in special benefits, such as 
sickness, maternity and parental benefits. 


* Transfers to other levels of government were up 
$0.9 billion, or 7.5 per cent, reflecting higher 
transfers in support of health and other social 
programs due to the 2003 health accord, and 
increased fiscal transfers. The latter primarily 
reflects the impact on the 2003—04 results of 
recoveries related to overpayments 1n previous 
years under the equalization program. 


¢ Subsidies and other transfers increased by 
$0.4 billion, or 6.5 per cent, primarily reflecting 
the impact of previous budget measures. 


Other program expenses increased by $0.2 billion, 
or 1.2 per cent, as lower expenses related to Crown 
corporations and defence were offset by an increase 
in all other departmental and agency expenses. 


Public debt charges were down $0.3 billion, 
reflecting the impact of a decline in the stock of 
interest-bearing debt. 
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Financial requirement of $4.1 billion 
for April to August 2004 


The budgetary balance is presented on a full 
accrual basis of accounting, recording government 
assets and liabilities when they are receivable or 
incurred, regardless of when the cash is received or 
paid. In contrast, the financial source/requirement 
measures the difference between cash coming in to 
the Government and cash going out. This measure 
is affected not only by changes in the budgetary 
balance but also by the cash source/requirement 
resulting from the Government’s investing activities 
through its acquisition of capital assets and its 
loans, financial investments and advances, as well 
as from other activities, including payment of 
accounts payable and collection of accounts 
receivable, foreign exchange activities, and the 
amortization of its tangible capital assets. The 
difference between the budgetary balance and 
financial source/requirement is recorded in 
non-budgetary transactions. 


Non-budgetary transactions resulted in a net 
requirement of $8.8 billion in the April to August 
period, down $6.9 billion from the requirement in 
the same period of 2003-04. The decline is 
primarily attributable to the cash transfers in the 


April to August 2003 period to trust funds 
established in the 2003 budget for the Canada 
Health and Social Transfer cash supplement 
($2.5 billion), the Diagnostic/Medical Equipment 
Fund ($1.5 billion), Canada Health Infoway 
($600 million) and the Canada Foundation for 
Innovation ($500 million). 


With a budgetary surplus of $4.7 billion and a net 
requirement of $8.8 billion from non-budgetary 
transactions, there was a financial requirement of 
$4.1 billion in the first five months of 2004—05, 
down $7.8 billion from the same period last year. 


Net financing activities down $4.1 billion 


The Government reduced market debt by 

$4.1 billion by the end of August 2004, largely by 
reducing its holdings of marketable bonds. As a 
result, to finance both the reduction in market debt 
and the financial requirement of $4.1 billion, 

the Government lowered its cash balances by 

$8.3 billion. The monthly level of cash balances 
varies as a result of a number of factors including 
periodic large debt maturities, which can be quite 
volatile on a monthly basis. Cash balances at the 
end of August stood at $9.0 billion. 
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Table | 
Summary statement of transactions 


August April to August 


2003 2004 2003-04 2004—05 


($ millions) 


Budgetary transactions 


Revenues 13,935 14,617 13:08 76,214 
Expenses 
Program expenses -10,799 -11,398 -54,854 -56,949 
Public debt charges -3,033 -2,913 -14,947 -14,609 
Budgetary balance (deficit/surplus) 103 306 SN TMAY 4,056 
Non-budgetary transactions -287 1,407 -15,711 -8,802 
Financial source/requirement -184 heels) -11,941 -4,146 
Net change in financing activities Sel23 2,856 5,580 -4,111 
Net change in cash balances 4,939 4,569 -6,361 -8,257 
Cash balance at end of period 8,336 8,994 


Note: Positive numbers indicate net source of funds. Negative numbers indicate net requirement for funds. 


Table 2 
Budgetary revenues 
August April to August 
2003 2004 Change 2003-04 2004-05 Change 
($ millions) (%) ($ millions) (%) 
Tax revenues 
Income taxes 
Personal income tax 6,428 7,076 10.1 Basar Z 35,340 5.6 
Corporate income tax 936 972 3.8 7,936 8,572 8.0 
Other income tax revenue 197 218 LOT 1,179 1,319 11.9 
Total income tax 7,561 8,266 9.3 42,587 45.231 6.2 
Excise taxes and duties 
Goods and services tax 2,290 2,906 26.9 11,620 12,919 je 
Customs import duties 349 309 -11.5 1228 1,304 6.2 
Sales and excise taxes 1,010 797 -21.1 4,080 4,047 -0.8 
Air Travellers Security Charge 32 28 -12.5 L79 oe) eI 
Total excise taxes and duties 3,681 4,040 9.8 L107 18,429 whey 
Total tax revenues 11,5242 12,306 9.5 59,694 63,660 6.6 
Employment insurance premiums 1,475 1309 -11.3 8,368 7,746 -7.4 
Other revenues 1,218 1,002 -17.7 5,509 4,808 =l2¢7, 


Total budgetary revenues 13,935 14,617 4.9 7,11 76,214 3.6 
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Table 3 
Budgetary expenses 


August April to August 
2003 2004 Change 2003-04 2004—05 Change 
($ millions) (%) ($ millions) (%) 
Transfer payments 
Transfers to persons 
Elderly benefits D232 REAM) 3.4 11,080 11,437 Bee 
Employment insurance benefits 1,075 15328 DiS Re 5,682 S25 4.3 
Total 3,308 3,638 10.0 16,762 173362 3.6 
Transfers to other levels of government 
Support for health and 
other social programs 
Canada Health Transfer 1,054 9h 
Canada Social Transfer 652 3,260 
Health Reform Transfer Ips) 625 
Canada Health and Social Transfer 1,692 8,458 Da 
Total 692 1,831 8.2 8,458 9,181 8.5 
Fiscal transfers 789 927 ES) 4,344 491g 8.6 
Alternative Payments for 
Standing Programs -211 -225 6.6 -995 -1,209 2 
Total 2,270 Pee) 11.6 11,807 12,689 Te 
Subsidies and other transfers 
Agriculture 211 -8 -103.8 Lo7 145 -43.6 
Foreign Affairs 104 167 60.6 697 894 28.3 
Health D9. 87 =12.] 616 695 12.8 
Human Resources Development 80 -95 -218.8 507 SM) =D) 
Indian and Northern Development 313 337) Te 377 1,889 0.6 
Industry and Regional Development 187 211 12.8 643 705 9.6 
Other 116 282 143.1 1120 1,366 22.0 
Total 1,110 981 -11.6 SAUL 6,091 6.5 
Total transfer payments 6,688 Tela. 6.9 34,286 36,142 5.4 
Other program expenses 
Crown corporation expenses 
Canadian Broadcasting Corporation 74 85 14.9 49] Soil 1222 
Canada Mortgage and 
Housing Corporation le 140 -18.6 909 865 -4.8 
Other 178 178 0.0 is) 872 -4.7 
Total 424 403 -5.0 Peed lS 2,288 -1.2 
Defence Daily 1,047 -6.3 4,692 4,615 -1.6 
All other departments and agencies RSI Zo) DO 8.8 [3561 13,904 2.2 
Total other program expenses 4,111 4,246 33 20,568 20,807 2 
Total program expenses 10,799 11,398 BS) 54,854 56,949 3.8 
Public debt charges 3,033 2913 -4.0 14,947 14,609 -2.3 
Total budgetary expenses 13,832 14,311 SPS 69,801 71,558 Pte 
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| Table 4 
Budgetary balance and financial source/requirement 
August April to August 
2003 2004 2003-04 2004—05 


($ millions) 


Budgetary balance (deficit/surplus) 103 306 3,710 4,656 
Non-budgetary transactions 
Capital investing activities -135 -27 -771 -406 
Other investing activities -129 -272 -529 -704 
- Pension and other accounts ee 104 me -513 


Other activities 
Accounts payable, receivables, accruals 


and allowances -631 1,878 -16,512 -8,188 
Foreign exchange activities -25 -427 387 -148 
Amortization of tangible capital assets 922 Sn! [522 (S7, 
Total other activities -134 1,602 -14,603 -7,179 

Total non-budgetary transactions -287 1,407 -15,711 -8,802 
Net financial source/requirement -184 es -11,941 -4,146 
Table 5 
Financial source/requirement and net financing activities 

August April to August 
2003 2004 2003-04 2004-05 


($ millions) 


Net financial source/requirement -184 egies’ -11,941 -4,146 


Net increase (+)/decrease (-) in financing activities 
Unmatured debt transactions 
Canadian currency borrowings 


Marketable bonds 1,451 2/07 -3,343 -4,665 
Treasury bills 3,900 100 9,700 1,900 
Canada Savings Bonds -89 -55 -578 -238 
Other -| -5 174 -24 

Total 5,261 2,807 52055 -3,027 
Foreign currency borrowings -138 49 -373 -1,084 
Net change in financing activities d,123 2,856 5,580 -4,111 


Change in cash balance 4,939 4,569 -6,361 -8,257 
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Table 6 
Condensed statement of assets and liabilities 
March 31, 2004 August 31, 2004 Change 
($ millions) 
Liabilities 
Accounts payable, accruals and allowances 79,964 67,758 -12,206 
Interest-bearing debt 
Unmatured debt 
Payable in Canadian dollars 
Marketable bonds 278,780 274,115 -4,665 
Treasury bills [135375 {15,278 1,900 
Canada Savings Bonds 215330 21,092 -238 
Other 3,427 3,404 -23 
Subtotal 416,915 413,889 -3,026 
Payable in foreign currencies 20,542 19,458 -1,084 
Obligations related to capital leases 2,774 2,740 -34 
Total unmatured debt 440,231 436,087 -4,144 
Pension and other accounts 
Public sector pensions 127,560 128,330 770 
Other employee and veteran future benefits 39,367 BOG 343 
Canada Pension Plan (net of securities) 7,483 6,677 -806 
Other pension and other accounts 6,488 6,045 -443 
Total pension and other accounts 180,898 180,761 -137 
Total interest-bearing debt 6210129 616,848 -4,281 
Total liabilities 701,093 684,606 -16,487 
Financial assets 
Cash and accounts receivable 70,921 59,107 -11,814 
Foreign exchange accounts 44.313 44.460 147 
Loans, investments and advances (net of allowances) 29,548 305252 704 
Total financial assets 144,782 133,819 -10,963 
Net debt So 6is1 550,787 -5,524 
Non-financial assets 54,817 53,949 -868 
Federal debt (accumulated deficit) 501,494 496,838 -4,656 
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September 2004: budgetary surplus of $3.3 billion 


There was a budgetary surplus of $3.3 billion in September 2004, up significantly from a deficit of 
$728 million recorded in September 2003. This year-over-year higher surplus primarily reflects the net 
gain from the sale of the federal government’s remaining shares in Petro-Canada. In addition, the labour 
disruptions in September at the Canada Revenue Agency resulted in delays in the processing of refunds, 
thereby resulting in a temporary increase in revenues. Revenues were up $3.5 billion compared to 
September 2003, while program expenses were down $0.4 billion. Public debt charges were $0.1 billion 
lower than during the same month last year. 


April to September 2004: budgetary surplus of $7.9 billion 


For the first six months of the 2004—05 fiscal year (April to September), the budgetary surplus is estimated 
at $7.9 billion, up $4.9 billion from the surplus reported in the same period last year. Budgetary revenues 
were up $6.1 billion, or 7.1 per cent. This reflects the inclusion of the net proceeds from the sale of the 
Government’s remaining shares in Petro-Canada as well as increases in most revenue components, consistent 
with the strong growth in the economy in the first half of 2004. Program expenses were up $1.7 billion, 

or 2.6 per cent, primarily due to higher transfer payments, reflecting the impact of previous budget 
measures. Public debt charges were $0.4 billion lower. 


Note to Readers: Caution should be exercised in interpreting the year-to-date fiscal results. The revenue 
data reported for September and the fiscal year to date were affected by the recent federal public service 
labour disruption. Revenues are in some instances overstated due to fewer refunds having been processed. 
The labour disruption will also affect the October 2004 results, but the impact should unwind over the 
coming months as the Canada Revenue Agency catches up with the processing of refunds. In addition, 

a number of proposed policy initiatives, including the recent federal-provincial/territorial agreements on 
health care, equalization and Territorial Formula Financing, will only be reflected in the monthly fiscal 
results once enabling legislation receives Royal Assent. 


September 2004: budgetary results 


The September 2004 budgetary surplus was corporate income tax ($0.5 billion) revenues, offset 
estimated at $3.3 billion, up from a deficit of somewhat by a decline in employment insurance 
$728 million in September 2003. (EI) premium revenues ($0.2 billion). Excise taxes 


and duties remained flat on a year-over-year basis. 
On a year-over-year basis, budgetary revenues, at 


$16.9 billion, were up $3.5 billion, or 26.2 per cent. ¢ Personal income tax revenues increased by 

This increase is mostly attributable to the net $0.7 billion, or 10.7 per cent. The year-over-year 
proceeds from the sale of the federal government’s increase is primarily attributable to growth 
remaining shares in Petro-Canada. There were also in source deductions and higher 

increases in personal income tax ($0.7 billion) and instalment payments. 
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¢ Corporate income tax revenues were up 
$0.5 billion, or 46.9 per cent, reflecting fewer 
refunds processed during the month of September 
due to the public service labour disruption. For 
example, gross receipts in September were up 
about 12 per cent, but a 27-per-cent fall-off in 
refunds lifted net receipts by 46.9 per cent. Some 
of these higher net receipts will be reversed in 
the coming months. 


¢ Excise taxes and duties were flat, as a decline in 
customs import duties was almost fully offset by 
increases in other excise taxes and duties. Goods 
and services tax (GST) revenues remained flat 
on a year-over-year basis, although GST refunds 
were down significantly due to the public service 
labour disruption. 


¢ EI premiums were down 12.0 per cent, reflecting 
the impact of the lower premium rate (the employee 
rate for 2004 is $1.98 per $100 of insurable 
earnings compared to $2.10 in 2003), which 
more than offset the increase in employment and 
thus the number of people paying premiums. 


¢ Other revenues, which consist of revenues 
from Crown corporations, sales of goods and 
services and foreign exchange revenues, were 
up $2.5 billion due to the sale of the federal 
government’s remaining shares in Petro-Canada. 
Without this sale, other revenues would have 
declined in September. 


Program expenses in September 2004 were 
$10.8 billion, down $0.4 billion, or 3.4 per cent, 
from September 2003. Lower EI benefits 

(down $0.3 billion) and other program expenses 
(down $0.4 billion) more than offset increases 
in transfers to other levels of government and 
subsidies and other transfers (up $0.3 billion). 


Total transfer payments were up $0.1 billion, 
or 0.8 per cent, in September 2004. 


* Major transfers to persons, consisting of elderly 
and EI benefits, were down $0.3 billion on a 
year-over-year basis. Elderly benefits increased 
3.2 per cent due to both higher average benefits, 
which have risen because of higher inflation in 
early 2003, and an increase in the number of 
individuals eligible for benefits. EI benefits fell 
by 25.2 per cent, largely due to the timing of 
payments in September 2004 compared to the 
same month in 2003, and partly due to a decline 
in the number of unemployed persons. 


¢ Major transfers to other levels of government, 
consisting of federal transfers in support 
of health and other social programs (Canada 
Health Transfer, Canada Social Transfer and 
Health Reform Transfer), fiscal transfers and 
Alternative Payments for Standing Programs, 
were up 8.3 per cent. The increase in federal 
transfers in support of health and other social 
programs reflects increased funding under the 
February 2003 First Ministers’ Accord on 
Health Care Renewal. Fiscal transfers consist 
of equalization entitlements, payments to the 
territorial governments, statutory subsidies and 
recoveries under the Youth Allowance Recovery 
Program. In aggregate, these transfers were up 
8.0 per cent from September 2003, primarily 
reflecting the impact of recoveries in 2003-04 
for overpayments in previous years under the 
equalization program. 


¢ Subsidies and other transfers were up 

12.6 per cent. This component is extremely 

volatile on a monthly basis, reflecting the 

timing of payments. 
Other program expenses consist of transfers to Crown 
corporations and operating expenses for departments 
and agencies, including defence. On a year-over- 
year basis, these expenses were down 10.4 per cent. 
Other program expenses were affected by the 
federal public service labour disruption in 
September, which reduced operating costs. 
This component is also quite volatile on a monthly 
basis, reflecting the timing of payments and the 
coming into force of budget measures. 


Revenues and expenses 
(April-September 2004) 


$ billions 


Revenues 


El premiums a 
Subsidies and 
Other revenues other transfers 
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Public debt charges were down 3.5 per cent, as a 
decline in the stock of interest-bearing debt more 
than offset the impact of an increase in the average 
effective interest rate on that debt. 


April to September 2004: budgetary results 


In the first six months of the fiscal year, there was 
a budgetary surplus of $7.9 billion, up $4.9 billion 
from the surplus of $3.0 billion reported in the same 
period of 2003-04. Over half of the increase in the 
surplus relates to one-time factors. 


Budgetary revenues, at $93.1 billion, were up 

$6.1 billion or 7.1 per cent. This increase reflects 
gains in tax revenues and higher other revenues, 
including the sale of the federal government’s 
remaining shares in Petro-Canada, offset somewhat 
by lower EI premiums. Tax revenues were up 

$5.2 billion, or 7.3 per cent. However, as noted 
above, the labour disruption in the federal public 
service in September has raised both September 
and year-to-date tax revenues due to a lower volume 
of refunds processed. This impact should largely 
unwind in the coming months. 


¢ Personal income tax revenues increased by 
$2.5 billion, or 6.4 per cent. The year-over-year 
increase is primarily attributable to the strong 
growth in source deductions from employment 
income, partly reflecting gains in employment. 


Budgetary balance 

$ billions % of GDP 
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Sources: Department of Finance and Statistics Canada. 


* Corporate income tax revenues were up 
$1.2 billion, or 12.8 per cent, reflecting in part 
the lower volume of refunds processed in 
September 2004. In addition, the monthly 
results are affected by remittance procedures. 
Corporations are required to remit monthly 
instalments based on their previous year’s actual 
tax liabilities or their current year’s estimated 
liabilities, with settlement payments made within 
60 days of the close of their taxation year. Given 
the large increase in settlement payments in 
2003-04, reflecting the increase in corporate 
profits in 2003, the current monthly instalments 
are more reflective of the increase in the tax 
liability last year than an increase in the 
current year. 


¢ Excise taxes and duties increased by $1.3 billion, 
or 6.4 per cent, primarily due to growth in 
GST revenues, which were up 9.3 per cent. 
Customs import duties were up slightly, 
while there was a slight decline in the Air 
Travellers Security Charge. 


¢ EI premiums were down $0.8 billion, 
or 8.0 per cent. 


¢ Other revenues increased $1.8 billion, 
or 27.2 per cent, reflecting the sale of the 
Government’s remaining shares 
of Petro-Canada. 


On a year-over-year basis, program expenses 

in the April to September 2004 period were up 

2.6 per cent to $67.7 billion due to higher transfers. 
Public debt charges were $0.4 billion lower than 

in the first six months of 2003-04. 


Federal debt (accumulated deficit) 
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Transfer payments, which accounted for nearly 
two-thirds of total program expenses, increased 
by $1.9 billion, or 4.6 per cent. 


* Transfers to persons advanced by $0.3 billion, or 
1.6 per cent. Elderly benefits were up 3.2 per cent 
while EI benefits were down 1.4 per cent. Within 
EI benefits, an increase in special benefits, such 
as sickness, maternity and parental benefits, was 
offset by a decline in regular benefits, reflecting 
the improvement in the labour market. 


¢ Transfers to other levels of government were 
up $1.1 billion, or 7.6 per cent, reflecting higher 
transfers in support of health and other social 
programs resulting from the February 2003 
First Ministers’ Accord on Health Care Renewal, 
as well as increased fiscal transfers. Fiscal transfers 
were up 8.5 per cent, primarily reflecting the 
impact on the 2003—04 results of recoveries 
related to overpayments in previous years under 
the equalization program. 


¢ Subsidies and other transfers increased by 
$0.5 billion, or 7.4 per cent, primarily reflecting 
the impact of previous budget measures. 


Other program expenses fell by $0.2 billion, 
or 0.8 per cent, due to lower expenses related 
to Crown corporations and all departments 
and agencies except defence, reflecting lower 
operating costs related to the federal public 
service labour disruption. 


Public debt charges were down $0.4 billion, 

as a decline in the stock of interest-bearing 

debt more than offset the impact of an increase 
in the average effective interest rate on that debt. 


Financial requirement of $1.0 billion 
for April to September 2004 


The budgetary balance is presented on a full 
accrual basis of accounting, recording government 
assets and liabilities when they are receivable or 
incurred, regardless of when the cash is received or 
paid. In contrast, the financial source/requirement 
measures the difference between cash coming in to 


the Government and cash going out. This measure 
is affected not only by changes in the budgetary 
balance but also by the cash source/requirement 
resulting from the Government’s investing activities 
(through its acquisition of capital assets and its 
loans, financial investments and advances), 
pensions and other accounts, as well as other 
activities, including payment of accounts payable 
and collection of accounts receivable, foreign 
exchange activities, and the amortization of its 
tangible capital assets. The difference between the 
budgetary balance and financial source/requirement 
is recorded in non-budgetary transactions. 


Non-budgetary transactions resulted in a net 
requirement of $8.9 billion in the April to 
September period, down $4.7 billion from the 
requirement in the same period of 2003-04. 

The decline is primarily attributable to the cash 
transfers in the April to September 2003 period 
to trust funds established in the 2003 budget 

for the Canada Health and Social Transfer cash 
supplement ($2.5 billion), the Diagnostic/Medical 
Equipment Fund ($1.5 billion), Canada Health 
Infoway ($600 million) and the Canada Foundation 
for Innovation ($500 million). 


With a budgetary surplus of $7.9 billion and a net 
requirement of $8.9 billion from non-budgetary 
transactions, there was a financial requirement 

of $1.0 billion in the first six months of 2004—05, 
down $9.6 billion from the same period last year. 


Net financing activities down $10.6 billion 


The Government reduced market debt by 

$10.6 billion by the end of September 2004, 
largely by reducing its holdings of marketable 
bonds. Given the reduction in market debt 

and the financial requirement of $1.0 billion, 

the Government lowered its cash balances by 
$11.5 billion. The monthly level of cash balances 
varies as a result of a number of factors including 
periodic large debt maturities, which can be quite 
volatile on a monthly basis. Cash balances at the 
end of September stood at $5.7 billion. 


The Fiscal Monitor 


Table 1 
Summary statement of transactions 


September April to September 


2003 2004 2003-04 2004—05 


Budgetary transactions 
Revenues 


Expenses 
Program expenses 
Public debt charges 


Budgetary balance (deficit/surplus) 


Non-budgetary transactions 
Financial source/requirement 
Net change in financing activities 
Net change in cash balances 


Cash balance at end of period 


($ millions) 


135510 16,873 86,940 93,086 
-11,128 -10,753 -65,982 -67,702 
-2,970 -2,866 -17,916 -17,476 
-728 3,254 3,042 7,908 
2,075 -111 -13,629 -8,881 
1,347 3,143 -10,587 -973 
-5,708 -6,431 -140 -10,576 
-4,361 -3,288 -10,727 -11,549 
CRAB. S701 


Note: Positive numbers indicate net source of funds. Negative numbers indicate net requirement for funds. 


Table 2 
Budgetary revenues 


Tax revenues 
Income taxes 
Personal income tax 
Corporate income tax 
Other income tax revenue 


Total income tax 


Excise taxes and duties 
Goods and services tax 
Customs import duties 
Sales and excise taxes 
Air Travellers Security Charge 


Total excise taxes and duties 
Total tax revenues 
Employment insurance premiums 
Other revenues 


Total budgetary revenues 


September April to September 

2003 2004 Change 2003-04 2004-05 Change 

($ millions) (%) ($ millions) (%) 
6,307 6,979 10.7 39,780 42,319 6.4 
istD2 1,648 46.9 9,058 10,220 12.8 
rat 181 5.8 1,350 1,500 19 a 
7,600 8,808 15.9 50,188 54,039 via 
2,368 2,369 0.0 13,988 15,288 9.3 
B17 Dad, -12.6 1,545 1,581 23 
790 824 4.3 4,870 4,871 0.0 
33 35 6.1 212 194 -8.5 
3,508 3,505 -0.1 20,615 21,934 6.4 
LUT08 12513 10.8 70,803 eee ss) 3 
1322 1,163 -12.0 9,689 8,910 -8.0 
940 3,397 261.4 6,448 8,203 pH pe: 
133700 S16.873 2o.2 86,940 93,086 ah 


The Fiscal Monitor 


Table 3 
Budgetary expenses 


September April to September 
2003 2004 Change 2003-04 2004—05 Change 
($ millions) (%) ($ millions) (%) 
Transfer payments 
Transfers to persons 
Elderly benefits 2,244 2ual> Se 13,324 13,752 Sen 
Employment insurance benefits 352 ja =2 2, 035 6,935 -1.4 
Total 3,596 S520 -7.5 205359 20,687 6 
Transfers to other levels of government 
Support for health and 
other social programs 
Canada Health Transfer 1,054 6,325 
Canada Social Transfer 652 3,912 
Health Reform Transfer 125 750 
Canada Health and Social Transfer 1,692 10,150 aD -99.8 
Fiscal transfers 858 927 8.0 5,202 5,645 8.5 
Alternative Payments for 
Standing Programs -211 -225 6.6 -1,205 -1,433 18.9 
Total 23339 piasla ts fe) 8.3 14,147 15,224 7.6 
Subsidies and other transfers 
Agriculture IZ 88 -21.4 369 232 -37.1 
Foreign Affairs 133 129 -3.0 830 1,023 Pee 
Health 92 179 94.6 708 874 23.4 
Human Resources Development 126 102 -19.0 633 499 -21.2 
Indian and Northern Development 281 302 if) 2,158 2,192 1.6 
Industry and Regional Development 69 b22 76.8 (aes 827 L622 
Other 237 260 oO 1353 1,625 19.7 
Total 1,050 1182 12.6 6,768 (FAP: 7.4 
Total transfer payments 6,985 7,041 0.8 41,274 43,183 46 
Other program expenses 
Crown corporation expenses 
Canadian Broadcasting Corporation G2 109 18.5 583 660 13.2 
Canada Mortgage and 
Housing Corporation 166 170 2.4 1,074 £035 -3.6 
Other PS? 116 -26.1 1,073 988 -7.9 
Total 415 395 -4.8 2,730 2,683 -1.7 
Defence 876 1,040 18.7 5,567 65D 1.6 
All other departments and agencies 2,802 PROS -20.2 16,411 16,181 -1.4 
Total other program expenses 4,143 Sop be -10.4 24,708 24,519 -0.8 
Total program expenses 11128 10,753 -3.4 65,982 67,702 2.6 
Public debt charges 2,970 2,866 -3.5 17,916 17,476 -2.5 
Total budgetary expenses 14,098 13,619 -3.4 83,898 85,178 es 
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Table 4 


Budgetary balance and financial source/requirement 


September April to September 
2003 2004 2003-04 2004-05 
($ millions) 
Budgetary balance (deficit/surplus) -728 3,254 3,042 7,908 
Non-budgetary transactions 
Capital investing activities -175 -180 rst -47] 
Other investing activities -832 -378 -1,361 -1,082 
Pension and other accounts Se! -504 824 -640 
Other activities 
Accounts payable, receivables, accruals 
and allowances 3,026 923 =13.535 =f ey 4s) 
Foreign exchange activities -219 -161 168 -309 
Amortization of tangible capital assets -96 189 1,426 1,346 
Total other activities Zar 951 -11,941 -6,688 
Total non-budgetary transactions 2075 -111 -13,629 -8,881 
Net financial source/requirement 1,347 3,143 -10,587 -973 


Table 5 


Financial source/requirement and net financing activities 


September April to September 
2003 2004 2003-04 2004-05 
($ millions) 
Net financial source/requirement 1,347 3,143 -10,587 -973 
Net increase (+)/decrease (-) in financing activities 
Unmatured debt transactions 
Canadian currency borrowings 
Marketable bonds -3,758 -4,813 -7,101 -9,478 
Treasury bills -2,200 -1,500 7,500 400 
Canada Savings Bonds -74 -30 -652 -268 
Other -1 -1 13 -25 
Total -6,033 -6,344 -80 -9,371 
Foreign currency borrowings 325 -83 -48 -1,167 
Total -5,708 -6,427 -128 -10,538 
Obligations related to capital leases 0 -4 -12 -38 
Net change in financing activities -5,708 -6,431 -140 -10,576 
Change in cash balance -4,361 -3,288 -10,727 -11,549 
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Table 6 
Condensed statement of assets and liabilities 
March 31, 2004 September 30, 2004 Change 
($ millions) 
Liabilities 
Accounts payable, accruals and allowances 79,964 68,154 -11,810 
Interest-bearing debt 
Unmatured debt 
Payable in Canadian dollars 
Marketable bonds 278,780 269,302 -9,478 
Treasury bills 113,378 Wiener: 400 
Canada Savings Bonds 21,330 21,062 -268 
Other 3,427 3,402 -25 
Subtotal 416,915 407,544 -9,371 
Payable in foreign currencies 20,542 19,375 -1,167 
Obligations related to capital leases 2,774 PRG Gis) -38 
Total unmatured debt 440,231 429,655 -10,576 
Pension and other accounts 
Public sector pensions 127,560 129,598 2,038 
Other employee and veteran future benefits 39,367 39,518 Da 
Canada Pension Plan (net of securities) 7,483 5,085 -2,398 
Other pension and other accounts 6,488 6,057 -431 
Total pension and other accounts 180,898 180,258 -640 
Total interest-bearing debt 621,129 609,913 -11,216 
Total liabilities 701,093 678,067 -23,026 
Financial assets 
Cash and accounts receivable 70,921 55,288 -15,633 
Foreign exchange accounts 44,313 44,622 309 
Loans, investments and advances (net of allowances) 29,548 30,630 1,082 
Total financial assets 144,782 130,540 -14,242 
Net debt 5565 lil 547,527 -8,784 
Non-financial assets 54,818 53,942 -876 
Federal debt (accumulated deficit) 501,493 493,585 -7,908 
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Highlights 


October 2004: budgetary surplus of $1.1 billion 


There was a budgetary surplus of $1.1 billion in October 2004, up from a surplus of $159 million 
in October 2003. Revenues were up $1.3 billion compared to October 2003, primarily due to higher 
corporate income tax revenues, largely reflecting the impact of delays in the processing of refunds 
due to labour disputes at the Canada Revenue Agency. This should be reversed in coming months. 
Program expenses were up $0.8 billion while public debt charges were $0.4 billion lower. 


April to October 2004: budgetary surplus of $9.0 billion 


For the first seven months of the 2004—05 fiscal year (April to October), the budgetary surplus is 
estimated at $9.0 billion, up $5.8 billion from the surplus reported in the same period last year. Budgetary 
revenues were up $7.4 billion, or 7.3 per cent. This reflects the inclusion of the net proceeds of $2.6 billion 
from the sale of the Government’s remaining shares in Petro-Canada in September as well as increases in 
most revenue components, consistent with the growth in the economy in 2004. Program expenses were up 
$2.5 billion, or 3.3 per cent, due to higher transfer payments, primarily reflecting the impact of previous 
budget measures related to transfers to other levels of government. Public debt charges were 

$0.9 billion lower. 


Note to Readers: Caution should be exercised in interpreting the year-to-date fiscal results. The revenue 
data reported for September and October and the fiscal year to date are affected by the recent labour 
disruption in the federal public service. Revenues are in some instances overstated due to fewer refunds 
having been processed. The impacts of this labour disruption should unwind over the coming months as 
the Canada Revenue Agency catches up with the processing of refunds. In addition, there are a number 
of proposed policy initiatives, including the recent federal-provincial agreements on health care, 
equalization and Territorial Formula Financing, which will only be reflected in the monthly fiscal results 
once enabling legislation receives Royal Assent. 


October 2004: budgetary results 


The October 2004 budgetary surplus was estimated sector labour disruption. There were also increases 
at $1.1 billion, up from a surplus of $159 million in personal income tax revenues ($0.4 billion) and 
in October 2003. other revenues ($0.1 billion), offset somewhat by 


declines in employment insurance (EI) premium 
revenues ($0.1 billion) and excise taxes and duties 
($0.3 billion). 


On a year-over-year basis, budgetary revenues 
totalled $15.5 billion, up $1.3 billion, or 9.1 per cent. 
This increase is almost entirely attributable 


to sharply higher net corporate income tax receipts, * Personal income tax revenues increased 
which rose $1.2 billion, or 91.8 per cent, above $0.4 billion, or 5.8 per cent, primarily due to 
their level of one year ago. Corporate income tax growth in source deductions, consistent with 
receipts continue to be affected by the recent public higher employment. 
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* Corporate income tax revenues jumped 
$1.2 billion, or 91.8 per cent, partly reflecting 
the impact of the public service labour 
disruption. For example, gross receipts in 
October were up 33.5 per cent while refunds 
dropped 44.2 per cent, resulting in a 
91.8-per-cent gain in net receipts. Some of 
these higher net receipts will be reversed in 
the coming months as the backlog of refunds 
is processed. 


¢ Excise taxes and duties were down $0.3 billion. 
This decline is largely due to lower goods and 
service tax (GST) receipts, which fell 
$0.3 billion, or 11.1 per cent, primarily due 
to the timing of receipts. Among other excise 
taxes and duties, customs import duties rose 
1.7 per cent while sales and excise taxes fell 
les cPetmecnts 


¢ EI premiums were down 11.7 per cent, reflecting 
the impact of the lower premium rate (the 
employee rate for 2004 is $1.98 per $100 of 
insurable earnings compared to $2.10 in 2003), 
which more than offset the increase in 
employment and thus the number of people 
paying premiums. 


¢ Other revenues, which consist of revenues from 
Crown corporations, sales of goods and services 


and foreign exchange revenues, were up 
$0.1 billion. 


On a year-over-year basis, program expenses in 
October 2004 were $11.6 billion, up $0.8 billion or 
7.3 per cent from October 2003. Higher transfer 
payments accounted for most of this increase. 


Total transfer payments were up $0.7 billion, or 
9.8 per cent, in October 2004. 


¢ Major transfers to persons, consisting of elderly 
and EI benefits, were up $0.2 billion on a 
year-over-year basis. Elderly benefits increased 
3.9 per cent due to both higher average benefits, 
which have risen because of higher inflation in 
early 2003, and an increase in the number of 
individuals eligible for benefits. EI benefits 
climbed by 10.3 per cent, reflecting the timing 
of payments in October 2004 compared to the 
same month last year. 


* Major transfers to other levels of government, 
consisting of federal transfers in support of 
health and other social programs (Canada Health 
Transfer, Canada Social Transfer and Health 


Reform Transfer), fiscal transfers and Alternative 
Payments for Standing Programs, were up 

13.7 per cent. The increase in federal transfers 

in support of health and other social programs 
reflects increased funding under the February 
2003 First Ministers’ Accord on Health Care 
Renewal. Fiscal transfers consist of equalization 
entitlements, payments to the territorial 
governments, statutory subsidies and recoveries 
under the Youth Allowance Recovery Program. 
In aggregate, these transfers were up 8.1 per cent 
from October 2003, primarily reflecting the 
impact of recoveries in 2003—04 for 
overpayments in previous years under the 
equalization program. 


¢ Subsidies and other transfers were up 
13.1 per cent. This component is extremely 
volatile on a monthly basis, largely reflecting 
the timing of payments. The October estimate 
of transfers from Human Resources 
Development is unusually low as it includes 
corrections to prior months. 


Other program expenses consist of transfers to 
Crown corporations and operating expenses for 
departments and agencies, including defence. On 

a year-over-year basis, these expenses were up 

3.1 per cent, as a decline in Crown corporation and 
defence-related expenses was more than offset by 
higher expenses in all other departments and 
agencies. This component is also quite volatile on a 
monthly basis, reflecting the timing of payments 
and the coming into force of budget measures. 


Revenues and expenses 
(April-October 2004) 
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Public debt charges were down 12.6 per cent, as a 
decline in the stock of interest-bearing debt more 
than offset the impact of an increase in the average 
effective interest rate on that debt. 


April to October 2004: budgetary results 


In the first seven months of the fiscal year, 

there was a budgetary surplus of $9.0 billion, 

up $5.8 billion from the $3.2-billion surplus 
reported in the same period of 2003—04. However, 
almost half of the increase in the surplus relates to 
one-time factors. 


Budgetary revenues, at $108.6 billion, were up 
$7.4 billion or 7.3 per cent. This increase reflects 
gains in tax revenues and other revenues, including 
the sale of the Government’s remaining shares 

in Petro-Canada, offset somewhat by lower 

EI premiums. Tax revenues were up $6.5 billion, 
or 7.8 per cent. However, as noted above, the 
recent labour disruption in the federal public 
service has raised year-to-date tax revenues due to 
a lower volume of refunds processed. This impact 
should largely unwind in the coming months. 


¢ Personal income tax revenues increased 
$2.9 billion, or 6.3 per cent. This increase is 
primarily due to strong growth in source 
deductions from employment income, reflecting 
in part gains in employment. 


* Corporate income tax revenues were up 
$2.4 billion, or’ 22.8 per cent, reflecting in part 
the lower volume of refunds processed in both 
September and October 2004. In addition, the 
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monthly results are affected by remittance 
procedures. Corporations are required to remit 
monthly instalments based on their previous 
year’s actual tax liabilities or their current year’s 
estimated liabilities, with settlement payments 
made within 60 days of the close of their 
taxation year. Given the large increase in 
settlement payments in 2003-04, reflecting the 
increase in corporate profits in 2003, the current 
monthly instalments are more reflective of the 
increase in tax liabilities last year than an 
increase in the current year. 


* Excise taxes and duties increased $1.0 billion, 
or 4.0 per cent, primarily due to growth in 
GST revenues, which were 5.6 per cent higher 
than last year. Customs import duties were 
also up (2.2 per cent), while there were declines 
in both sales and excise taxes (down 0.2 per cent) 
and the Air Travellers Security Charge 
(down 1.2 per cent). 


¢ EI premiums were down $0.9 billion, 
or 8.4 per cent. 


¢ Other revenues increased $1.9 billion, 
or 25.9 per cent, due to the sale of the 
Government’s remaining shares in Petro-Canada. 
In the absence of this transaction, other revenues 
would have declined on a year-over-year basis. 


On a year-over-year basis, program expenses in the 
April to October 2004 period were up 3.3 per cent 
to $79.3 billion due to higher transfers. Public debt 
charges were $0.9 billion lower than in the first 
seven months of 2003—04. 


Federal debt (accumulated deficit) 
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Transfer payments, which accounted for nearly 
two-thirds of total program expenses, increased 
by $2.6 billion, or 5.4 per cent. 


¢ Transfers to persons advanced by $0.5 billion, 
or 2.2 per cent. Elderly benefits were up 
3.3 per cent while EI benefits were virtually 
unchanged. Within EI benefits, an increase in 
special benefits, such as sickness, maternity and 
parental benefits, and employment benefit 
and support measures, was offset by a decline 
in regular benefits, reflecting the improvement 
in the labour market. 


¢ Transfers to other levels of government were up 
$1.4 billion, or 8.5 per cent, reflecting higher 
transfers in support of health and other social 
programs, resulting from the February 2003 First 
Ministers’ Accord on Health Care Renewal, and 
increased fiscal transfers. Fiscal transfers were 
up 8.5 per cent, primarily reflecting the impact 
on the 2003—04 results of recoveries related to 
overpayments in previous years under the 
equalization program. These results do not 
reflect the impacts of the 2004 First Ministers’ 
agreements on health care, equalization and 
Territorial Formula Financing. These will be 
included in the monthly fiscal results once the 
legislation has received Royal Assent. 


¢ Subsidies and other transfers increased by 
$0.7 billion, or 8.4 per cent, primarily reflecting 
the impact of previous budget measures. 


Other program expenses fell by $0.1 billion, or 
0.2 per cent, as lower expenses related to Crown 
corporations more than offset marginally higher 
defence expenses. These expenses do not 
incorporate the impact of recent wage settlements 
in the federal public sector. 


Public debt charges were down $0.9 billion, as a 
decline in the stock of interest-bearing debt more 
than offset the impact of an increase in the average 
effective interest rate on that debt. 


Financial source of $1.2 billion for April 
to October 2004 


The budgetary balance is presented on a full 
accrual basis of accounting, recording government 
assets and liabilities when they are receivable or 
incurred, regardless of when the cash is received or 


paid. In contrast, the financial source/requirement 
measures the difference between cash coming in to 
the Government and cash going out. This measure 
is affected not only by changes in the budgetary 
balance but also by the cash source/requirement 
resulting from the Government’s investing activities 
(through its acquisition of capital assets and its 
loans, financial investments and advances), 
pensions and other accounts, as well as other 
activities, including payment of accounts payable 
and collection of accounts receivable, foreign 
exchange activities, and the amortization of its 
tangible capital assets. The difference between the 
budgetary balance and financial source/requirement 
is recorded in non-budgetary transactions. 


Non-budgetary transactions resulted in a net 
requirement of $7.7 billion in the April to October 
period, down $5.7 billion from the requirement in 
the same period of 2003-04. The decline is 
primarily attributable to the cash transfers in the 
April to October 2003 period to trust funds 
established in the 2003 budget for the Canada 
Health and Social Transfer cash supplement 
($2.5 billion), the Diagnostic/Medical Equipment 
Fund ($1.5 billion), Canada Health Infoway 
($600 million) and the Canada Foundation for 
Innovation ($500 million). 


With a budgetary surplus of $9.0 billion and a net 
requirement of $7.7 billion from non-budgetary 
transactions, there was a financial source of 

$1.2 billion in the first seven months of 2004-05, 
compared to a net requirement of $10.2 billion in 
the same period last year. 


Net financing activities down $9.0 billion 


The Government reduced market debt by 

$9.0 billion by the end of October 2004, largely 
through a reduction of marketable bonds. Given the 
reduction in market debt and the financial source of 
$1.2 billion, the Government lowered its cash 
balances by $7.7 billion. The monthly level of cash 
balances varies as a result of a number of factors 
including periodic large debt maturities, which can 
be quite volatile on a monthly basis. Cash balances 
at the end of October stood at $9.5 billion. 
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Table | 
Summary statement of transactions 


October April to October 
; ‘ 2003 2004 2003-04 2004-05 
($ millions) 
Budgetary transactions 
Revenues 14,190 15,476 LOL Td 108,563 
Expenses 
Program expenses -10,788 -11,578 -76,771 -79,280 
Public debt charges -3,243 -2,834 -21,160 -20,309 
Budgetary balance (deficit/surplus) 159 1,064 3,200 8,974 
Non-budgetary transactions 200 1,145 -13,429 -7,738 
Financial source/requirement 359 2,209 -10,229 1,236 
Net change in financing activities -114 1,610 -255 -8,967 
Net change in cash balances 245 So -10,484 -7,731 
Cash balance at end of period 4,217 ESA 
Note: Positive numbers indicate net source of funds. Negative numbers indicate net requirement for funds. 
Table 2 
Budgetary revenues . 
October April to October 
2003 2004 Change 2003-04 2004-05 Change 
($ millions) (%) ($ millions) (%) 
Tax revenues 
Income taxes 
Personal income tax 6,933 6,910 5.8 46,313 49,229 6.3 
Corporate income tax 1,308 2,509 91.8 10,366 12,729 O28 
Other income tax revenue 220 269 2213 1570 1,769 12.7 
Total income tax 8,061 9.688 202 58,249 O30 Da 9.4 
Excise taxes and duties 
Goods and services tax 3,066 2,126 ANE 19-055 18,015 5.0 
Customs import duties 233 231 es 1,778 1,818 BD: 
Sales and excise taxes 815 804 -1.3 5,685 5,675 -0.2 
Air Travellers Security Charge 33 48 45.5 245 242 7 -1.2 : 
Total excise taxes and duties 4,147 3,815 -8.0 24,763 25,750 ; 4.0 
Total tax revenues 12,208 133503 10.6 83,012 89,477 7.8 
Employment insurance premiums 1,167 1,031 -11.7 10,857 9,940 -8.4 
Other revenues 815 942 15.6 e262 9,146 25.9 
Total budgetary revenues 14,190 15,476 9.1 101,13 Ie 108,563 ; 7.3 
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Table 3 
Budgetary expenses 


Oulsber 


April to October 
2003 2004 Change 2003-04 2004-05 Change 
($ mullions) (%) ($ millions) (%) 
Transfer payments 
Transfers to persons 
Elderly benefits DLE Dos) 39 iheoe) 16,111 Bes 
Employment insurance benefits [O12 1,116 10.3 8047 8,051 0.0 
Total 33283 3,475 5.8 23,642 24,162 De 
Transfers to other levels, of government 
Support for health aimd. 
other social programs: 
Canada Health Transfer 1,054 Testo 
Canada Social Transfer 652 4,565 
Health Reform Transfer 125 875 
Canada Health and Social Transfer 1,692 -25 11,842 
Fiscal transfers 857 926 8.1 6,059 6,571 8.5 
Alternative Payments for 
Standing Programs -269 -139 -48 3 =A =e 6.6 
Total 2,280 Mester 13.7 16,426 17,817 8.5 
Subsidies and other transfers 
Agriculture 4] 89 Ti7.4 410 321 ALT) 
Foreign Affairs (37, 203 48.2 967 £225 20.7 
Health 270 105 -61.1 978 Me 0.1 
Human Resources Development 133 if -94.7 766 506 eo owe 
Indian and Northern Development 387 348 -10.1 2 544 LS ey) -0.2 
Industry and Regional Development 162 208 28.4 875 E055 133 
Other Elise 448 289.6 1,470 2,074 41.1 
Total 1,245 (1408 | in) 8,010 8,679 8.4 
Total transfer payments 6,808 7476 9.8 48,078 50,658 5.4 
Other program expenses 
Crown corporation expenses 
Canadian Broadcasting Corporation 96 65 =32:3 679 IO) 6.8 
Canada Mortgage and 
Housing Corporation 149 165 10.7 1223 1,200 =e 
Other 188 136 el Tal 1,262 ee = ile 
Total 433 366 -15.5 3,164 3,046 -3.7 
Defence 1059 12025 -3.2 6,629 6,680 0.8 
Ali other departments and agencies 2,488 eg Os 9.0 18,900 18,896 0.0 
Total other program expenses 3,980 4,102 eal 28,693 28 622 -0.2 
Total program expenses 10,788 LS 7s TS 76,77) 79,280 ee. 
Public debt charges 3,243 2,834 -12.6 21,160 20,309 -4.0 
Total budgetary expenses _ 14,031 14,412 Die: OOS 99 S89 Ly 
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Table 4 
Budgetary balance and financial source/requirement 


October April to October 
2003 2004 2003-04 2004-05 
($ millions) 
Budgetary balance (deficit/surplus) 159 1,064 3,200 8.974 
Non-budgetary transactions 
Capital investing activities ay -185 -1,099 -654 
Other investing activities 68 -508 -1,293 -1,590 
Pension and other accounts Sy -1,358 862 -2 000 
Other activities 
Accounts payable, receivables, accruals 
and allowances -811 2462 -14,347 -5 266 
Foreign exchange activities 548 487 716 178 
Amortization of tangible capital assets 306 247 ihe hey 1,594 
Total other activities 43 3,196 -11,899 -3,494 
Total non-budgetary transactions 200 1,145 -13,429 -7,738 
Net financial source/requirement so) 2,209 -10,229 1236 
Table 5 
Financial source/requirement and net financing activities _ 
October April to October 
2003 2004 2003-04 2004-05 
($ millions) 
Net financial source/requirement 359 2,209 -10,229 1,236 
Net increase (+)/decrease (-) in financing activities 
Unmatured debt transactions 
Canadian currency borrowings 
Marketable bonds 578 552 -6,524 -8 926 
Treasury bills -400 1,400 7,100 1,800 
Canada Savings Bonds -86 -79 -738 -347 
Other -| -| 12 -26 
Total 91 Siz 10 -7,499 
Foreign currency borrowings -207 -260 -255 -1 428 
Total -116 1,612 -245 -8 927 
Obligations related to capital leases 2 -2 -10 -40 
Net change in financing activities -114 1,610 -255 -8,967 
Change in cash balance 245 3,819 -10,484 oT1 3 


The Fiscal Monitor ( / 


Table 6 
Condensed statement of assets and liabilities 
March 31, 2004 October 31, 2004 Change 
($ millions) 
Liabilities 
Accounts payable, accruals and allowances 79,964 71,443 -8,521 


Interest-bearing debt 
Unmatured debt 
Payable in Canadian dollars 


Marketable bonds 278,780 269,854 -8 926 
Treasury bills 113,378 115,178 1,800 
Canada Savings Bonds ZV 330 20,983 -347 
Other 3,427 3 401 -26 
Subtotal 416,915 409 416 -7,499 
Payable in foreign currencies 20,542 19,114 -1 428 
Obligations related to capital leases 2,774 D134 -40 
Total unmatured debt 440,231 431 264 -8,967 
Pension and other accounts 

Public sector pensions 127,560 128,785 eZ 
Other employee and veteran future benefits 39 367 39 543 176 
Canada Pension Plan (net of securities) 7483 4 460 -3,023 
Other pension and other accounts 6,488 6,110 -378 
Total pension and other accounts ; 180,898 178,898 -2,000 
Total interest-bearing debt 621,129 610,162 -10,967 
Total liabilities 701,093 681,605 -19,488 

Financial assets 
Cash and accounts receivable 70,921 59.936 -10,985 
Foreign exchange accounts 44313 44,135 -178 
Loans, investments and advances (net of allowances) 29,548 51038 1,590 
Total financial assets 144,782 135,209 -9,573 
Net debt 556.310 546.396 -9.915 
Non-financial assets 54,818 DSeO -94] 
Federal debt (accumulated deficit) 501,493 492,519 -8,974 


For additional copies or subscription inquiries, please contact the Distribution Centre at (613) 995-2855. 
For other inquiries about this publication, contact Paul Rochon at (613) 996-9447. 
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Highlights 


November 2004: budgetary surplus of $1.7 billion 


There was a budgetary surplus of $1.7 billion in November 2004, up from a surplus of $0.9 billion in 
November 2003. Revenues were up $1.8 billion compared to November 2003, primarily due to higher 
goods and services tax (GST) and corporate income tax revenues. Program expenses were up $0.9 billion 
while public debt charges were $0.1 billion higher. 


April to November 2004: budgetary surplus of $10.7 billion 


For the first eight months of the 2004—05 fiscal year (April to November), the budgetary surplus is 
estimated at $10.7 billion, up $6.6 billion from the surplus reported in the same period last year. This 
improvement reflects the inclusion of the net proceeds of $2.6 billion from the sale of the Government’s 
remaining shares in Petro-Canada in September as well as increases in most revenue components, 
consistent with the growth in the economy in 2004. In addition, the monthly results to date do not 

reflect the cost of a number of proposed policy initiatives totalling $3.9 billion, including the recent 
federal-provincial agreements on health care and equalization, which will only be reflected in the monthly 
fiscal results once enabling legislation receives Royal Assent. As well, the monthly estimates do not 
include the costs associated with the proposed wage settlements with federal government employees. 
These costs will be incorporated once the agreements have been signed. 


November 2004: budgetary results 


The November 2004 budgetary surplus was 
estimated at $1.7 billion, up from a surplus 
of $0.9 billion in November 2003. 


Budgetary revenues totalled $16.3 billion in the 
month, up $1.8 billion or 12.5 per cent from 
November 2003. This increase is almost entirely 
attributable to sharply higher net GST receipts 
as well as strong growth in corporate income 
tax receipts. 


¢ Personal income tax revenues increased 
$0.1 billion, or 1.7 per cent, primarily due to 
growth in source deductions, consistent with 
higher employment. 


* Corporate income tax revenues were up 
$0.5 billion, or 27.6 per cent. The 
November 2004 monthly results reflect 
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remittance procedures, under which 
corporations are required to remit monthly 
instalments based on their previous year’s actual 
tax liabilities or their current year’s estimated 
liabilities, with settlement payments made 
within 60 days of the close of their taxation 
year. Given the large increase in settlement 
payments in 2003-04, reflecting the increase 
in corporate profits in 2003, the current 
monthly instalments reflect the increase in 
corporate tax liabilities since 2002. The 
monthly increase in November is down from 
the extremely high monthly rates of growth 
reported in September and October, when 
the processing of refunds was affected 

by the labour disruption at the Canada 
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¢ Excise taxes and duties were up $1.2 billion. 
This increase is almost entirely the result 
of higher GST receipts, which were up 
$1.2 billion, or 56.3 per cent, due to higher 
gross receipts. This partly reflects the timing of 
receipts compared to last year. Among other 
excise taxes and duties, customs import duties 
rose $47 million, while sales and excise taxes 
and receipts from the Air Travellers Security 
Charge were down. 


¢ Employment insurance (EI) premiums were 
down 10.9 per cent, reflecting the impact of a 
lower premium rate (the employee rate for 2004 
was $1.98 per $100 of insurable earnings 
compared to $2.10 in 2003), which more than 
offset the increase in employment and thus the 
number of people paying premiums. The decline 
in EI premiums in November, as well as the 
year-to-date decline, also partly reflects timing 
factors with respect to prior-year adjustments 
that were made in December 2003. As a result, 
the monthly and year-to-date declines will 
unwind somewhat over the remainder of 
the fiscal year. 


¢ Other revenues, which consist of revenues from 
Crown corporations, sales of goods and services 
and foreign exchange revenues, were up 
$0.1 billion, or 13.2 per cent. This component 
is extremely volatile on a monthly basis. 


Program expenses in November 2004 totalled 
$11.6 billion, up $0.9 billion or 8.3 per cent from 
November 2003. The increase was spread evenly 
between transfer payments and other 

program expenses. 


Total transfer payments were up $0.4 billion or 
6.1 per cent in November 2004. 


* Major transfers to persons, consisting of elderly 
and EI benefits, were down $0.1 billion on a 
year-over-year basis. Elderly benefits increased 
4.1 per cent due to both higher average benefits, 
which have risen in line with inflation, and an 
increase in the number of individuals eligible 
for benefits. EI benefits were down 
13.3 per cent, reflecting a difference in the 
timing of payments between October and 
November in 2004 compared to the same 
months last year. 


* Major transfers to other levels of government, 
consisting of federal transfers in support of 
health and other social programs (Canada 
Health Transfer, Canada Social Transfer and 
Health Reform Transfer), fiscal transfers and 
Alternative Payments for Standing Programs, 
were up 7.6 per cent. The increase in federal 
transfers in support of health and other social 
programs reflects increased funding under the 
February 2003 First Ministers’ Accord on 
Health Care Renewal. Fiscal transfers consist 
of equalization entitlements, payments to the 
territorial governments, statutory subsidies and 
recoveries under the Youth Allowance Recovery 
Program. In aggregate, these transfers were up 
1.3 per cent from November 2003. 


¢ Subsidies and other transfers were up 
28.0 per cent. This component is extremely 
volatile on a monthly basis, largely reflecting 
the timing of payments. 


Other program expenses consist of transfers to 
Crown corporations and operating expenses for 
departments and agencies, including defence. On 
a year-over-year basis, these expenses were up 
12.6 per cent, as a decline in Crown corporation 
expenses was more than offset by higher expenses 
related to defence and other departments and 
agencies. This component is also quite volatile on 
a monthly basis, reflecting the timing of payments 
and the coming into force of budget measures. 


Public debt charges were 4.1 per cent higher, 
driven largely by higher interest payments on 
non-market debt. 


Revenues and expenses 
(April-November 2004) 
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April to November 2004: budgetary results 


In the first eight months of the fiscal year, there 
was a budgetary surplus of $10.7 billion, up 

$6.6 billion from the $4.1-billion surplus reported 
in the same period of 2003-04. 


Budgetary revenues, at $124.8 billion, were up 
$9.2 billion or 8.0 per cent. This increase reflects 
gains in tax revenues and other revenues, including 
the sale of the Government’s remaining shares 

in Petro-Canada, offset somewhat by lower 

EI premiums. 


¢ Personal income tax revenues increased 
$3.0 billion or 5.7 per cent. The year-over-year 
increase is primarily attributable to the strong 
growth in source deductions from employment 
income, reflecting gains in employment 
and income. 


¢ Corporate income tax revenues were up 
$2.8 billion or 23.5 per cent, largely reflecting 
the impact of remittance procedures, as noted 
above. Over the remainder of the fiscal year, 
the growth in corporate income tax revenues 
should come down. 


« Excise taxes and duties increased $2.2 billion 
or 7.8 per cent. Virtually all of this increase is 
attributable to growth in GST revenues, which 
were 11.3 per cent higher, in part reflecting the 
timing of refunds. Over the balance of the year 
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the growth in refunds should pick up, reflecting 
more closely the increase in gross revenues, 
which were up 6.7 per cent. Customs import 
duties were also up (4.4 per cent), while there 
were declines in both sales and excise taxes 
(down ().8 per cent) and the Air Travellers 
Security Charge (down 2.2 per cent). 


¢ EI premiums were down $1.0 billion or 
8.7 per cent. As noted above, the year-to-date 
decline is in part a function of timing factors 
with respect to prior-year adjustments. The 
decline should moderate in the remaining 
months of the fiscal year. 


¢ Other revenues increased $2.0 billion or 
24.3 per cent. This increase reflects the sale 
of the Government’s remaining shares of 
Petro-Canada. In the absence of this 
transaction, other revenues would have 
declined on a year-over-year basis. 


On a year-over-year basis, program expenses 

in the April to November 2004 period were up 

3.9 per cent to $90.9 billion, largely due to higher 
transfers. Public debt charges were $0.7 billion 
lower, reflecting the impact of a decline in the 
stock of interest-bearing debt, along with a decline 
in the average effective interest rate on that debt. 


Transfer payments, which account for nearly 
two-thirds of total program expenses, increased 
by $3.0 billion, or 5.4 per cent. 


Federal debt (accumulated deficit) 


$ billions % of GDP 

600 ee 100 

z [Lia 
[_] left scale 

400 — right scale 


1993- 1995- 1997- 1999- 2001- 2003- 


1994 1996 1998 2000 2002 2004 


Sources: Department of Finance and Statistics Canada. 


The Fiscal Monitor 


¢ Transfers to persons advanced by $0.4 billion, 
or 1.6 per cent. Elderly benefits were up 
3.4 per cent while EI benefits were down 
1.8 per cent. Within EI benefits, an increase in 
special benefits, such as sickness, maternity and 
parental benefits, and employment benefit and 
support measures, was more than offset by a 
decline in regular benefits, reflecting the 
improvement in the labour market. 


¢ Transfers to other levels of government were up 
$1.6 billion, or 8.4 per cent, reflecting higher 
transfers in support of health and other social 
programs, resulting from the February 2003 
First Ministers’ Accord on Health Care 
Renewal, and increased fiscal transfers. 
Fiscal transfers were up 7.6 per cent, primarily 
reflecting the impact on the 2003—04 results of 
recoveries related to overpayments in previous 
years under the equalization program. These 
results do not reflect the impacts of the 2004 
First Ministers’ agreements on health care, 
equalization and Territorial Formula Financing. 
These will be included in the monthly fiscal 
results once the legislation has received 
Royal Assent. 


¢ Subsidies and other transfers increased by 
$1.0 billion, or 10.8 per cent, primarily 
reflecting the impact of previous 
budget measures. 


Other program expenses increased by $0.4 billion, 
or 1.2 per cent, as lower expenses related to Crown 
corporations were more than offset by higher 
expenses related to defence and other departments 
and agencies. These expenses do not incorporate 
the impact of proposed wage settlements in the 
federal public sector. 


Financial source of $7.1 billion for April 
to November 2004 


The budgetary balance is presented on a full 
accrual basis of accounting, recording government 
assets and liabilities when they are receivable or 
incurred, regardless of when the cash is received or 
paid. In contrast, the financial source/requirement 
measures the difference between cash coming in to 
the Government and cash going out. This measure 
is affected not only by changes in the budgetary 
balance but also by the cash source/requirement 
resulting from the Government’s investing 


activities (through its acquisition of capital assets 
and its loans, financial investments and advances), 
pensions and other accounts, as well as other 
activities, including payment of accounts payable 
and collection of accounts receivable, foreign 
exchange activities, and the amortization of its 
tangible capital assets. The difference 

between the budgetary balance and financial 
source/requirement is recorded in non-budgetary 
transactions. 


Non-budgetary transactions resulted in a net 
requirement of $3.6 billion in the April to 
November period, an improvement of $8.8 billion 
from the requirement in the same period of 
2003-04. The improvement 1s primarily 
attributable to the unusually large cash 
requirements in the April to November 2003 
period related to transfers to trust funds 
established in the 2003 budget for the Canada 
Health and Social Transfer cash supplement 
($2.5 billion), the Diagnostic/Medical Equipment 
Fund ($1.5 billion), Canada Health Infoway 
($600 million) and the Canada Foundation for 
Innovation ($500 million). Dampening the 
improvement somewhat was an increase in 
financial requirements for pension and other 
accounts in the April to November period, 
reflecting payments to the Canada Pension Plan 
Investment Board. 


With a budgetary surplus of $10.7 billion and a 

net requirement of $3.6 billion from non-budgetary 
transactions, there was a financial source of 

$7.1 billion in the first eight months of 2004-05, 
compared to a financial requirement of $8.3 billion 
in the same period last year. 


Net financing activities down $8.1 billion 


The Government used this financial source of 
$7.1 billion and a reduction in its cash balances of 
$1 billion to reduce its market debt by $8.1 billion 
by the end of November 2004, largely through a 
reduction of marketablé bonds and lower foreign 
currency borrowings. The monthly level of 

cash balances varies as a result of a number of 
factors including periodic large debt maturities, 
which can be quite volatile on a monthly basis. 
Cash balances at the end of November stood 

at $16.3 billion. 
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Table | 


Summary statement of transactions 


November April to November 
2003 2004 2003-04 _ 2004-05 


Budgetary transactions 
Revenues 


Expenses 
Program expenses 
Public debt charges 


Budgetary balance (deficit/surplus) 


Non-budgetary transactions 
Financial source/requirement 
Net change in financing activities 
Net change in cash balances 


Cash balance at end of period 


($ millions) 


14,445 16,252 [S75 124,815 
-10,717 -11,606 -87,488 -90,884 
SIRE) -2,909 -23,953 =23;219 
933 ee, 4,134 LOS 2 
989 4,099 -12,432 -3,640 
1,922 5,836 -8,298 1072 
6,114 897 5,860 -8,068 
8,036 67133 -2,438 -996 
12259 16,254 


Note: Positive numbers indicate net source of funds. Negative numbers indicate net requirement for funds. 


Table 2 
Budgetary revenues 


Tax revenues 
Income taxes 
Personal income tax 
Corporate income tax 
Other income tax revenue 


Total income tax 


Excise taxes and duties 
Goods and services tax 
Customs import duties 
Sales and excise taxes 
Air Travellers Security Charge 


Total excise taxes and duties 
Total tax revenues 
Employment insurance premiums 
Other revenues 


Total budgetary revenues 


November April to November 
2003 2004 Change 2003-04 2004—05 Change 
($ millions) (%) ($ millions) (%) 
7,238 1) Nh So,0D2 56,589 Sa 
1,636 2,087 27.6 12,002 14,817 Zor 
228 238 4.4 es 2,008 7 
F102 9,684 6.4 67,352 73,414 9.0 
Zod 3733 56.3 Is 21,346 He 
222 269 212 2,000 2,087 4.4 
885 845 -4.5 Gu! 6,520 -0.8 
By) 28 -12.5 ___ 276 | 270 -2.2 
3,210 4,473 36.8 28,032 30223 Toy 
123372 14,157 14.4 95,384 103,637 8.7 
1,046 932 -10.9 11,903 10,872 -8.7 
1027 1,163 132 8,288 10,306 24.3 
14,445 16,252 PL [133575 124,815 8.0 
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Table 3 
Budgetary expenses — 


November April to November 
2003 2004 Change 2003-04 2004-05 _ Change 
($ millions) (%) ($ millions) (%) 
Transfer payments 
Transfers to persons 
Elderly benefits 2,260 DERI SNs) 4.] 17,856 18,465 3.4 
Employment insurance benefits e287, ihesiL ALG) -13.3 9,334 2 oie -1.8 
Total 3,547 3,469 -2.2 21190 21,092 1.6 
Transfers to other levels of government 
Support for health and 
other social programs 
Canada Health Transfer 1,054 8,433 
Canada Social Transfer 702 5267, 
Health Reform Transfer 125 1,000 
Canada Health and Social Transfer 1,691 -27 133533 -27 
Fiscal transfers 865 876 3) 6,923 7,446 7.6 
Alternative Payments for 
Standing Programs -214 -210 -1.9 -1,689 -1,783 5.6 
Total 2,342 sy nl) 1S 18,767 20,336 8.4 
Subsidies and other transfers 
Agriculture is Zoi 118.3 524 2 22 
Foreign Affairs 2 158 41.1 1,080 385 25a 
Health A 194 1835 L150 2 Les 
Human Resources Development 129 216 67.4 895 P22 -19.3 
Indian and Northern Development 302 35 16.6 2,846 2,891 1.6 
Industry and Regional Development oi 143 47.4 O72 Cs TE Pia 
Other 252 194 -23.0 1,724 2,268 36 
Total 1,178 1,508 28.0 Oto} 10,185 10.8 
Total transfer payments 7,067 7,497 6.1 55,148 Deval es 5.4 
Other program expenses 
Crown corporation expenses 
Canadian Broadcasting Corporation 130 54 -58.5 809 179 -3.7 
Canada Mortgage and 
Housing Corporation 146 140 -4.] TSsL0) 1,340 oaey: 
Other 241 ay -51.5 1,503 1,238 -17.6 
Total S77 311 -39.8 3,682 3,357 -8.8 
Defence 851 1,030 210 7,480 der Biel 
All other departments and agencies 22282. 2,768 DMs 21,178 21,663 MS) 
Total other program expenses 3,650 4,109 NG) 32,340 325) 3: 1.2 
Total program expenses LOR Ge 11,606 8.3 87,488 90,884 Shy 
Public debt charges 2,195 2,909 4.1 23,953 EPA: -3.1 
Total budgetary expenses i312 14,515 ee. 111,441 114,103 2.4 
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Table 4 
Budgetary balance and financial source/requirement 


November April to November 
2003 2004 2003-04 2004-05 
($ millions) 
Budgetary balance (deficit/surplus) 350 Lou 4,134 LO7 12 
Non-budgetary transactions 
Capital investing activities -154 -180 -1,253 -836 
Other investing activities 78 -235 -1,215 -1,825 
Pension and other accounts -766 -483 98 -2,486 
Other activities 
Accounts payable, receivables, accruals 
and allowances 1,425 907 -12,916 -4,356 
Foreign exchange activities 186 3,866 902 4,045 
Amortization of tangible capital assets 220 224 I ey 1,818 
Total other activities 1,831 4,997 -10,062 Uy 
Total non-budgetary transactions 989 4,099 -12,432 -3,640 
Net financial source/requirement O22 5,836 -8,298 10G2 


Table 5 
Financial source/requirement and net financing activities 


November April to November 
2003 2004 2003-04 2004-05 
($ millions) 
Net financial source/requirement 15922 5,836 -8,298 POT 
Net increase (+)/decrease (-) in financing activities 
Unmatured debt transactions 
Canadian currency borrowings 
Marketable bonds -494 1,005 -7,017 -7,921 
Treasury bills IDO 5,050 14,850 6,850 
Canada Savings Bonds -84] 1357, -1,578 -1,704 
Other -| -1 llega -27 
Total 6,414 4,697 6,426 -2,802 
Foreign currency borrowings -317 -3,831 -573 -5,257 
Total 6,097 866 D553 -8,059 
Obligations related to capital leases ie) 3) f/ -9 
Net change in financing activities 6,114 897 5,860 -8,068 
Change in cash balance 8,036 6,733 -2,438 -996 
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Table 6 
Condensed statement of assets and liabilities | 
March 31, 2004 November 30, 2004 Change 
($ millions) 
Liabilities 
Accounts payable, accruals and allowances 79,964 T3SI8 -6,386 
Interest-bearing debt 
Unmatured debt 
Payable in Canadian dollars 
Marketable bonds 278,780 270,859 -7,921 
Treasury bills MS 3 78 120,228 6,850 
Canada Savings Bonds Dies) 19,626 =Il FAVE! 
Other 3,427 3,400 -27 
Subtotal 416,915 414,113 -2,802 
Payable in foreign currencies 20,542 [5,285 SD. 01) 
Obligations related to capital leases D1 Te DGS -9 
Total unmatured debt 440,231 432,163 -8,068 
Pension and other accounts 
Public sector pensions 127,560 128,967 1,407 
Other employee and veteran future benefits 39°36), 39,568 201 
Canada Pension Plan (net of securities) 7,483 B/5o -3,700 
Other pension and other accounts 6,488 6,096 -392 
Total pension and other accounts 180,898 178,412 -2,486 
Total interest-bearing debt 621,129 610,575 -10,554 
Total liabilities 701,093 684,153 -16,940 
Financial assets 
Cash and accounts receivable 70,921 67,897 -3,024 
Foreign exchange accounts 44,312 40,268 -4,045 
Loans, investments and advances (net of allowances) 29,548 euleSe L825 
Total financial assets 144,781 DS ORsoH -5,244 
Net debt 550.5 Ll 544.616 -11,695 
Non-financial assets 54,817 53,834 -983 
Federal debt (accumulated deficit) 501,494 49(),782 -10,712 
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Highlights 


December 2004: budgetary surplus of $280 million 


There was a budgetary surplus of $280 million in December 2004, down from the surplus of $3.2 billion 
recorded in December 2003. Revenues were down $2.0 billion compared to December 2003 due to 
significantly lower corporate income tax revenues. The sharp drop in corporate income tax revenues, and 
the accompanying decline in the December 2004 surplus, largely reflect the return of corporate receipts 
to more normal levels in December 2004 from the unusually high level recorded in December 2003. 
High corporate receipts last year were related to the large year-end settlement payments made by several 
financial institutions as a result of their foreign exchange gains in 2003. Program expenses were up by 
$1.2 billion in December, while public debt charges were $0.2 billion lower. 


April to December 2004: budgetary surplus of $11.0 billion 


For the first nine months of the 2004—05 fiscal year (April to December), the budgetary surplus is 
estimated at $11.0 billion, up $3.7 billion from the surplus reported in the same period of 2003-04. 
This improvement reflects the inclusion of the net proceeds of $2.6 billion from the sale of the 
Government’s remaining shares in Petro-Canada in September as well as increases in most revenue 
components, consistent with the growth in the economy in 2004. Monthly results to date do not reflect 
the cost of a number of proposed policy initiatives totalling $3.9 billion, including the recent 
federal-provincial agreements on health care and equalization, which will only be reflected in the monthly 
fiscal results once enabling legislation receives Royal Assent. As well, the monthly estimates do not 
include the costs associated with the recently agreed-to wage settlements with federal government 
employees. These costs will be reflected in the monthly results once the associated agreements come 
into effect. 


December 2004: budgetary results * Corporate income tax revenues were down 


The December 2004 budgetary surplus was 
estimated at $280 million, down from a surplus of 


$2.5 billion, or 48.4 per cent. The sharp decline 
reflects the unusually high collections in 


Pere illion am becember.2003. December 2003. Significant year-end settlement 
cae payments were received from several financial 

Budgetary revenues totalled $15.6 billion in the institutions in December 2003 relating to their 

month, down $2.0 billion or 11.2 per cent from one-time foreign exchange gains in the 2003 tax 

December 2003. This decline iS almost entirely year. For the remaining months of the fiscal 

attributable to sharply lower corporate income year, the year-over-year growth in corporate 

tax receipts. receipts should be more reflective of 

¢ Personal income tax revenues increased developmenis-in ROMP OL ate profits. 


$0.4 billion, or 6.1 per cent, primarily due f SS 
to growth in source deductions, consistent with Y/ a ” AN 
higher employment. | MAR 3 4 7005 ) 
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* Excise taxes and duties were down $0.1 billion. 
This decline is almost entirely the result of 
lower goods and services tax (GST) receipts, 
which were down $0.1 billion, or 2.2 per cent, 
primarily reflecting higher refunds. Customs 
import duties rose $10 million, while sales and 
excise taxes and receipts from the Air Travellers 
Security Charge were down a combined 
$26 million. 


¢ Employment insurance (EI) premiums were up 
29.4 per cent, reflecting prior-year adjustments 
in December 2003. 


* Other revenues, which consist of revenues from 
Crown corporations, sales of goods and services 
and foreign exchange revenues, were down 
$0.1 billion or 12.5 per cent. This revenue 
component is volatile on a monthly basis. 


Program expenses 1n December 2004 totalled 
$12.7 billion, up $1.2 billion or 10.3 per cent from 
December 2003. The increase is mostly due to 
higher other program expenses. 


Total transfer payments were up $0.1 billion or 
1.9 per cent in December 2004. 


¢ Major transfers to persons, consisting of elderly 
and EI benefits, were 0.9 per cent higher on a 
year-over-year basis. Elderly benefits increased 
4.4 per cent due to both higher average benefits, 
which have risen in line with inflation, and an 
increase in the number of individuals eligible 
for benefits. EI benefits were down 5.4 per cent, 
reflecting the lower number of unemployed as 
well as a difference in the timing of payments 
between November and December 2004 
compared to the same months in 2003. 


* Major transfers to other levels of government, 
consisting of federal transfers in support of 
health and other social programs (Canada 
Health Transfer, Canada Social Transfer and 
Health Reform Transfer), fiscal transfers and 
Alternative Payments for Standing Programs, 
were up 10.5 per cent. The increase in federal 
transfers in support of health and other social 
programs reflects increased funding under the 
February 2003 First Ministers’ Accord on 
Health Care Renewal. Fiscal transfers consist 
of equalization entitlements, payments to the 
territorial governments, statutory subsidies and 
recoveries under the Youth Allowance Recovery 
Program. In aggregate, these transfers were up 


14.6 per cent from December 2003, primarily 
reflecting the impact of recoveries in 2003—04 
of overpayments in previous years. 


¢ Subsidies and other transfers were down 
7.8 per cent. This component is volatile on 
a monthly basis, largely reflecting the timing 
of payments. 


Other program expenses consist of transfers to 
Crown corporations and operating expenses for 
departments and agencies, including defence. On 
a year-over-year basis, these expenses were up 
26.8 per cent due to both higher Crown corporation 
expenses and higher expenses related to defence 
and other departments and agencies. Defence 
expenses rose $0.7 billion or 70.8 per cent, due 
to one-time accrual adjustments related to the 
measurement and expensing of inventory stocks 
and capital assets. This component is also quite 
volatile on a monthly basis, reflecting the timing 
of payments and the coming into force of 
budget measures. 


Public debt charges were 8.2 per cent lower, 
reflecting the impact of a decline in the stock of 
interest-bearing debt, along with a decline in the 
average effective interest rate on that debt. 


April to December 2004: budgetary results 


In the first nine months of the fiscal year, there 
was a budgetary surplus of $11.0 billion, up 

$3.7 billion from the $7.3-billion surplus reported 
in the same period of 2003-04. 


Budgetary revenues, at $140.4 billion, were up 
$7.3 billion or 5.5 per cent. This increase reflects 
gains in tax revenues and other revenues, including 


Revenues and expenses 
(April-December 2004) 


$ billions Revenues 


El premiums 


Expenses 


, Subsidies and 


Other revenues 13.2 other transfers 


Corporate 


income taxes 17-5 g Transfers to other 


levels of gov’t 


Excise taxes 


Public 
and duties ’ 


debt charges 


Transfers to 
“ persons 


Personal 
income taxes 
Other program 
‘2 expenses 


140.4 129.4 
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$2.6 billion from the sale of the Government’s 
remaining shares 1n Petro-Canada, offset somewhat 
by lower EI premiums. 


* Personal income tax revenues increased 
$3.5 billion or 5.7 per cent. The year-over-year 
increase is primarily attributable to the strong 
growth in source deductions from employment 
income, reflecting gains in employment 
and income. 


¢ Corporate income tax revenues were up 
$0.3 billion or 1.8 per cent. This is a sharp 
turnaround from the November 2004 year- 
to-date results, when revenues were up 
$2.8 billion or 23.5 per cent, and reflects the 
impacts of large December 2003 settlement 
payments, as discussed above. Absent these 
large settlement payments, underlying corporate 
receipts are up about 19 per cent year-to-date, 
in line with the growth in corporate profits. 


¢ Excise taxes and duties increased $2.1 billion 
or 6.8 per cent. Virtually all of this increase is 
attributable to growth in GST revenues, which 
were up 9.8 per cent, in part reflecting weak 
year-to-date refunds. Over the balance of the 
year, the growth in GST refunds should pick up 
to more closely reflect the increase in gross 
revenues, which were up 6.1 per cent. Customs 
import duties were also up (4.4 per cent), while 
there were declines in both sales and excise 
taxes (down 0.9 per cent) and the Air Travellers 
Security Charge (down 4.5 per cent). 


Budgetary balance 
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¢ EI premiums were down $0.8 billion or 
6.7 per cent. The year-to-date decline is 1n part 
a function of positive accrual adjustments that 
were made in the April to December period of 
2003, and which were reversed in January 2004. 
As a result, the decline should moderate over 
the balance of the fiscal year. 


* Other revenues increased $1.9 billion or 
DIES per centeretiectingsthe:sale,onthe 
Government’s remaining shares in Petro-Canada. 
In the absence of this transaction, other revenues 
would have declined on a year-over-year basis. 


On a year-over-year basis, program expenses 1n 
the April to December 2004 period were up 

4.6 per cent to $103.6 billion, largely due to higher 
transfers. Public debt charges were $1.0 billion 
lower, reflecting the impact of a decline in the 
stock of interest-bearing debt, along with a decline 
in the average effective interest rate on that debt. 


Transfer payments, which account for about two- 
thirds of total program expenses, increased by 
$3.2 billion, or 5.0 per cent. 


¢ Transfers to persons advanced by $0.5 billion, 
or 1.5 per cent. Elderly benefits were up 
3.5 per cent while EI benefits were down 
2.2 per cent. Within EI benefits, an increase in 
special benefits, such as sickness, maternity and 
parental benefits, and employment benefit and 
support measures, was more than offset by a 
decline in regular benefits, reflecting the 
improvement in the labour market. 


Federal debt (accumulated deficit) 
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¢ Transfers to other levels of government were up 
$1.8 billion, or 8.6 per cent, reflecting higher 
transfers in support of health and other social 
programs, resulting from the February 2003 
First Ministers’ Accord on Health Care 
Renewal, and increased fiscal transfers. Fiscal 
transfers were up 8.4 per cent, primarily 
reflecting the impact on the 2003—04 results of 
recoveries related to overpayments in previous 
years under the equalization program. These 
results do not reflect the impacts of the 2004 
First Ministers’ agreements on health care, 
equalization and Territorial Formula Financing. 
These will be included in the monthly fiscal 
results once the legislation has received 
Royal Assent. 


¢ Subsidies and other transfers increased by 
$0.9 billion, or 7.9 per cent, primarily reflecting 
the impact of previous budget measures. 


Other program expenses increased by $1.4 billion, 
or 3.9 per cent, as lower expenses related to Crown 
corporations were more than offset by higher 
expenses related to defence and other departments 
and agencies. Defence expenses were up $0.9 billion 
or 10.6 per cent, reflecting a one-time accrual 
adjustment in December 2004 due to changes in 
the measurement and expensing of inventory 
stocks and capital assets. Other program expenses 
do not incorporate the impact of recent wage 
settlements in the federal public sector. 


Financial source of $6.4 billion 
for April to December 2004 


The budgetary balance is presented on a full 
accrual basis of accounting, recording government 
assets and liabilities when they are receivable or 
incurred, regardless of when the cash is received or 
paid. In contrast, the financial source/requirement 
measures the difference between cash coming in to 
the Government and cash going out. This measure 
is affected not only by changes in the budgetary 
balance but also by the cash source/requirement 
resulting from the Government’s investing 
activities (through its acquisition of capital assets 


and its loans, financial investments and advances), 
pensions and other accounts, as well as other 
activities, including payment of accounts payable 
and collection of accounts receivable, foreign 
exchange activities, and the amortization of its 
tangible capital assets. The difference between the 
budgetary balance and financial source/requirement 
is recorded in non-budgetary transactions. 


Non-budgetary transactions resulted in a net 
requirement of $4.6 billion in the April to 
December period, an improvement of $8.2 billion 
from the requirement in the same period of 
2003-04. The improvement is primarily attributable 
to the unusually large cash requirements in the 
April to December 2003 period related to transfers 
to trust funds established in the 2003 budget for 
the Canada Health and Social Transfer cash 
supplement ($2.5 billion), the Diagnostic/Medical 
Equipment Fund ($1.5 billion), Canada Health 
Infoway ($600 million) and the Canada Foundation 
for Innovation ($500 million). Dampening the 
improvement somewhat was an increase 1n 
financial requirements for pension and other 
accounts in the April to December period, 
reflecting payments to the Canada Pension Plan 
Investment Board. 


With a budgetary surplus of $11.0 billion and a net 
requirement of $4.6 billion from non-budgetary 
transactions, there was a financial source of 

$6.4 billion in the first nine months of 2004—05, 
compared to a requirement of $5.5 billion in the 
same period of 2003-04. 


Net financing activities down $19.6 billion 


The Government used this financial source of 

$6.4 billion and a reduction in its cash balances 

of $13.2 billion to reduce its market debt by 

$19.6 billion by the end of December 2004, largely 
through a reduction of Treasury bills and foreign 
currency borrowings. The monthly level of cash 
balances varies as a result of a number of factors 
including periodic large debt maturities, which can 
be quite volatile on a monthly basis. Cash balances 
at the end of December stood at $4.0 billion. 
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Table | 
Summary statement of transactions 


December April to December 


2003 2004 2003-04 2004—05 


($ millions) 


Budgetary transactions 


Revenues LSS 1 15,584 [33.12% 140,400 
Expenses 
Program expenses -11,481 -12,665 -98,968 -103,551 
Public debt charges -2,874 -2,639 -26,828 -25,858 
Budgetary balance (deficit/surplus) 33196 280 Fost 10,991 
Non-budgetary transactions -361 -948 -12,794 -4,583 
Financial source/requirement 2,835 -668 -5,463 6,408 
Net change in financing activities -7,814 -11,562 -1,954 -19,630 
Net change in cash balances -4,979 -12,230 -7,417 -13,222 
Cash balance at end of period 7,281 4,024 


Note: Positive numbers indicate net source of funds. Negative numbers indicate net requirement for funds. 


Table 2 
Budgetary revenues 
December April to December 
2003 2004 Change 2003-04 2004-05 Change 
($ millions) (%) ($ millions) (%) 
Tax revenues 
Income taxes 
Personal income tax TO S7 7,835 (oa! 60,938 64,424 Se7, 
Corporate income tax 5,91 2,680 -48.4 L793 17,497 1.8 
Other income tax revenue 227 284 Pres | 2,024 22292 322 
Total income tax 12,805 10,799 -15.7 80,155 84,213 Dell 
Excise taxes and duties 
Goods and services tax D298 2,208 -2.2 21,443 23,554 9.8 
Customs import duties 222 232 4.5 2,222 2,319 4.4 
Sales and excise taxes 893 875 -2.0 7,464 7,394 -0.9 
Air Travellers Security Charge 36 28 222 a2 298 -4.5 
Total excise taxes and duties 3,409 35343 -1.9 31,441 33,565 6.8 
Total tax revenues 16,214 14,142 -12.8 111,596 Vi 13 3D 
Employment insurance premiums 649 840 29.4 22 bes -6.7 
Other revenues 688 602 =125 8,979 10,909 21.5 


Total budgetary revenues Uy pars) | 15,584 -11.2 133327 140,400 55 
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Table 3 
Budgetary expenses 


December 


April to December 


2003 2004 Change 2003-04 2004—05 Change 
($ millions) (%) ($ millions) (%) 
Transfer payments 
Transfers to persons 
Elderly benefits 2,268 2O6) 4.4 205123 20,832 oie) 
Employment insurance benefits 1,268 1,200 -5.4 10,602 10,367 =2,2 
Total 35556 3,507 0.9 30,725 Bieoo 1.5 
Transfers to other levels of government 
Support for health and 
other social programs 
Canada Health Transfer 1,054 9,488 
Canada Social Transfer 658 5,925 
Health Reform Transfer 125 1125 
Canada Health and Social Transfer 1,692 -29 [53225 -56 
Fiscal transfers 879 1,007 14.6 7,801 8,454 8.4 
Alternative Payments for 
Standing Programs -214 -210 -1.9 -1,902 -1,993 4.8 
Total DS Oi 2,605 10.5 21,124 22,943 8.6 
Subsidies and other transfers 
Agriculture 432 108 -75.0 956 680 -28.9 
Foreign A ffairs 224 316 41.1 1,304 1,699 303 
Health 83 87 4.8 132 [259 Did, 
Human Resources Development 2 64 -30.4 987 786 -20.4 
Indian and Northern Development 340 380 LES 3,187 Soe 2.6 
Industry and Regional Development 129 213 65.1 1,101 1390 20:2 
Other 412 410 -0.5 lo 2,678 2.6 
Total A 7 1,578 -7.8 10,899 Lie 63 1:9 
Total transfer payments 7,605 eae) 1.9 62,748 65,905 5.0 
Other program expenses 
Crown corporation expenses 
Canadian Broadcasting Corporation i: 93 292 881 872 -1.0 
Canada Mortgage and 
Housing Corporation al iS ae 1,541 Nol -1.7 
Other 229 283 Zo0 jygie ss) 522 -12.2 
Total 472 5a 16.7 4,155 33909 -5.9 
Defence 931 1,590 70.8 8,410 9,299 10.6 
All other departments and agencies 2,473 2,774 A Zo,055 24,438 Se. 
Total other program expenses 3,876 4,915 26.8 36.220 37,646 ae) 
Total program expenses 11,481 12,665 10.3 98,968 Mis Reveowl 4.6 
Public debt charges 2,874 2,639 -8.2 26,828 25,858 -3.6 
Total budgetary expenses 14,355 15,304 6.6 125,796 129,409 219 
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Table 4 
Budgetary balance and financial source/requirement 
December April to December 
2003 2004 2003-04 2004-05 
($ millions) 
Budgetary balance (deficit/surplus) S796 280 V3) 10,991 
Non-budgetary transactions 
Capital investing activities -171 -169 -1,424 -1,003 
Other investing activities -232 -46 -1,447 -1,871 
Pension and other accounts 326 640 423 -1,845 


Other activities 
Accounts payable, receivables, accruals 


and allowances -1,562 -1,797 -14,479 -6,151 
Foreign exchange activities 1,063 -86 16965 see 
Amortization of tangible capital assets DAS 510 2,168 2,328 
Total other activities -284 -1,373 -10,346 136 

Total non-budgetary transactions -361 -948 -12,794 -4,583 
Net financial source/requirement DIR) -668 -5,463 6,408 
Table 5 
Financial source/requirement and net financing activities 

December April to December 
2003 2004 2003-04 2004—05 


($ millions) 


Net financial source/requirement UD -668 -5,463 6,408 


Net increase (+)/decrease (-) in financing activities 
Unmatured debt transactions 
Canadian currency borrowings 


Marketable bonds -5,136 -7,989 -12,154 -15,911 
Treasury bills -2,650 -3,200 12,200 3,650 
Canada Savings Bonds 12 -165 -1,566 -1,868 
Other -80 0 91 -27 

Total -7,854 -11,354 -1,429 -14,155 
Foreign currency borrowings 66 -285 -507 -5,543 
Total -7,788 -11,639 -1,936 -19,699 
Obligations related to capital leases -26 wie -18 68 
Net change in financing activities -7,814 -11,562 -1,954 -19,630 


Change in cash balance -4,979 -12,230 -7,417 -13,222 


The Fiscal Monitor 


Table 6 
Condensed statement of assets and liabilities 
March 31, 2004 December 31, 2004 Change 
($ millions) 
Liabilities 
Accounts payable, accruals and allowances 79,964 70,134 -9,830 
Interest-bearing debt 
Unmatured debt 
Payable in Canadian dollars 
Marketable bonds 278,780 262,870 -15,911 
Treasury bills NiS5578 117,028 3,650 
Canada Savings Bonds 218350 19,462 -1,868 
Other 35427 3,400 -27 
Subtotal 416,915 402,760 -14,155 
Payable in foreign currencies 20,542 14,999 -5,543 
Obligations related to capital leases Pe 2,842 68 
Total unmatured debt 440,231 420,601 -19,630 
Pension and other accounts 
Public sector pensions 127,560 129,419 1,859 
Other employee and veteran future benefits 39,367 39,593 226 
Canada Pension Plan (net of securities) 7,483 4,006 -3,477 
Other pension and other accounts 6,488 6,035 -453 
Total pension and other accounts 180,898 179,053 -1,845 
Total interest-bearing debt 6215129 599,654 -21,475 
Total liabilities 701,093 669,788 -31,305 
Financial assets 
Cash and accounts receivable 70,921 54,020 -16,902 
Foreign exchange accounts 44.312 40,353 =3,959 
Loans, investments and advances (net of allowances) 29,548 31,419 1,871 
Total financial assets 144,781 (25797 -18,990 
Net debt 556,311 543,996 -12,316 
Non-financial assets 54,817 53,492 -1,325 
Federal debt (accumulated deficit) 501,494 490,503 -10,991 
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January 2005: budgetary surplus of $2.4 billion y 


Cw 


There was a budgetary surplus of $2.4 billion in January 2005, up from the surplus of $0.8 billion recorded’, ity 


Publicatio) 


fa\ 


O) 


January 2004. This year-over-year increase is due principally to timing factors related to the inclusion of one ~_—_— 


extra processing cycle for personal income tax receipts, which last year occurred in February. Consequently, 
personal income tax receipts—and therefore the monthly budgetary surplus—will fall off considerably in 
February 2005. As well, the surplus was bolstered by very strong net goods and services tax (GST) receipts, 
which grew 29.3 per cent, well in excess of the growth in taxable consumption. The growth in net receipts is 
due to ongoing weakness in GST refunds. Over the course of the full fiscal year, growth in GST refunds should 
pick up to more closely reflect the increase in gross revenues, and therefore net receipts will be more reflective 
of the growth in taxable consumption. Program expenses were up by $1.8 billion in January 2005, while public 


debt charges were $0.1 billion lower. 


April 2004 to January 2005: budgetary surplus of $13.4 billion 


For the first 10 months of the 2004—05 fiscal year (April to January), the budgetary surplus is estimated at 
$13.4 billion, up $5.3 billion from the surplus reported in the same period of 2003—04. This improvement 
reflects the above-mentioned timing factors, which will unwind in February, the inclusion of the net proceeds 
of $2.6 billion from the sale of the Government’s remaining shares in Petro-Canada in September 2004, as well 
as increases in most revenue components, consistent with the growth in the economy. Monthly results to date 
do not reflect the significant measures announced in the 2005 budget or the cost of the federal-provincial 
agreements on health care and equalization/Territorial Formula Financing (TFF). Together, these measures 
total nearly $11 billion. Their cost will be reflected in the monthly fiscal results once the enabling legislation 


receives Royal Assent. 


January 2005: budgetary results 


The January 2005 budgetary surplus was estimated at 
$2.4 billion, up from the surplus of $0.8 billion in 
January 2004. 


Budgetary revenues totalled $18.8 billion in the 
month, up $3.3 billion or 21.4 per cent from 
January 2004. This rise is due to significantly 
higher personal income tax receipts as well as 
increases in GST and corporate tax receipts. 


* Personal income tax revenues increased 
$1.5 billion or 20.5 per cent. However, this 
extraordinary gain reflects timing factors— 
there were more processing cycles for monthly 
withholdings in January 2005 compared to the 
same month last year—rather than underlying 
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increases in income or employment. These 
factors will reverse in February 2005. 


Corporate income tax revenues were up 
$0.5 billion or 23.6 per cent, reflecting the 
year-over-year growth in corporate profits. 


Excise taxes and duties were up $0.7 billion 
due to higher GST receipts, which were up 
$0.7 billion or 29.3 per cent. The sharp rise in 
GST receipts reflects strong gross receipts in 
January, but also a continuing weakness in GST 
refunds, which have been very low year-to-date 
relative to the level of gross GST receipts. 
Customs import duties fell $12 million, while 
together, sales and excise taxes and receipts 
from the Air Travellers Security Charge rose 
$40 million. 


i+i 
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¢ Employment insurance (EI) premiums were up 
34.1 per cent, reflecting adjustments for under- 
reporting in previous months. 


¢ Other revenues, which consist of revenues from 
Crown corporations, sales of goods and services 
and foreign exchange revenues, were up 2.9 per 
cent. This revenue component is volatile on a 
monthly basis. 


Program expenses totalled $13.6 billion in 

January 2005, up $1.8 billion or 15.5 per cent from 
January 2004 due to increases in transfer payments 
and other program expenses. 


Total transfer payments were up $0.8 billion or 
9.7 per cent in January 2005. 


¢ Major transfers to persons, consisting of elderly 
and EI benefits, were 7.4 per cent higher on a 
year-over-year basis. Elderly benefits increased 
4.3 per cent due to both higher average benefits 
and an increase in the number of individuals 
eligible for benefits. EI benefits were up 
12.2 per cent due to an increase in regular 
benefits, reflecting the inclusion of an additional 
payment cycle in January 2005 compared to 
January 2004. 


¢ Major transfers to other levels of government, 
consisting of federal transfers in support of 
health and other social programs (Canada 
Health Transfer, Canada Social Transfer and 
Health Reform Transfer), fiscal transfers and 
Alternative Payments for Standing Programs, 
were up 9.1 per cent. The increase in federal 
transfers in support of health and other social 
programs reflects increased funding under the 
February 2003 First Ministers’ Accord on 
Health Care Renewal. Fiscal transfers consist of 
equalization entitlements, payments to the 
territorial governments, statutory subsidies and 
recoveries under the Youth Allowance Recovery 
Program. In aggregate, these transfers were up 
7.9 per cent from January 2004, primarily 
reflecting the impact of recoveries in the 
2003—04 fiscal year of overpayments made in 
prior years. 

* Subsidies and other transfers were up 
15.7 per cent. This component is volatile on a 


monthly basis, largely reflecting the timing of 
payments. 


Other program expenses consist of transfers to Crown 
corporations and operating expenses for departments 
and agencies, including defence. On a year-over-year 
basis, these expenses were up 26.8 per cent, due to 
both higher Crown corporation expenses and higher 
expenses related to defence and other departments 
and agencies. Defence expenses rose $0.1 billion 

or 15.1 per cent, while expenses for all other 
departments and agencies rose $0.8 billion or 

30.7 per cent. This component is also quite volatile 
on a monthly basis, reflecting the timing of 
payments and the coming into force of measures 
from previous budgets. 


Public debt charges were 3.6 per cent lower, 
reflecting the impact of a decline in the stock of 
interest-bearing debt, along with a decline in the 
average effective interest rate on that debt. 


April 2004 to January 2005: 
budgetary results 


In the first 10 months of 2004—0S, there was a 
budgetary surplus of $13.4 billion, up $5.3 billion 
from the $8.1-billion surplus reported in the same 
period of 2003-04. 


Budgetary revenues increased $10.6 billion, or 
7.1 per cent, to total $159.2 billion. This increase 
reflects gains in tax revenues and other revenues, 
including $2.6 billion from the sale of the 
Government’s remaining shares in Petro-Canada, 
offset somewhat by lower EI premiums. 


¢ Personal income tax revenues increased 
$5.0 billion or 7.3 per cent. The year-over-year 
increase was higher than it otherwise would 
have been due to the extra processing cycle 


Revenues and expenses 
(April 2004-January 2005) 


$ billions 
Revenues 
El premiums 
Subsidies and 
Other revenues *’ other transfers 
Corporate 
: Transfers to other 
income taxes > levels of gov't 
Excise taxes Public 
and duties “debt charges 


Transfers to 
“ persons 


Personal 
income taxes 


Other program 
“expenses 


159.2 145.8 


that boosted personal income tax receipts in 
January 2005, as discussed above. The increase 
also reflects higher employment and wages and 
salaries through the year. 


Corporate income tax revenues were up 

$0.8 billion or 3.9 per cent. The year-to-date 
gain in corporate receipts reflects the impacts 
of large tax settlement payments received 
from the financial sector in December 2003 
related to the revaluation of their U.S.-dollar- 
denominated liabilities in 2003. Absent this 
factor, underlying corporate receipts are up 
about 20 per cent year-to-date, in line with the 
growth in corporate profits. 


Excise taxes and duties increased $2.9 billion 
or 8.2 per cent. Virtually all of this increase is 
attributable to growth in GST revenues, which 
were up 11.8 per cent. The continued strong 
growth in GST receipts reflects ongoing 
weakness in GST refunds (up 3 per cent 
year-to-date). Over the balance of the year, it is 
expected that the growth in GST refunds will 
pick up to more closely reflect the increase in 
gross revenues, which were up 7.2 per cent 
year-to-date. Customs import duties were also 
up (3.5 per cent), while there were declines in 
both sales and excise taxes (down ().4 per cent) 
and the Air Travellers Security Charge (down 
6.0 percent). 


Budgetary balance 


$ billions % of GDP 
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¢ EI premiums fell $0.4 billion or 2.6 per cent, 
reflecting the reduction in premium rates from 
$2.10 in 2003 to $1.98 in 2004 and the further 
reduction to $1.95 in 2005. 


¢ Other revenues increased $2.0 billion or 
19.4 per cent. This increase reflects the sale 
of the Government’s remaining shares in 
Petro-Canada. In the absence of this transaction, 
other revenues would have declined on a 
year-over-year basis. 


On a year-over-year basis, program expenses in 

the April 2004 to January 2005 period were up 

5.8 per cent to $117.1 billion. Program expenses 

are expected to increase significantly over the balance 
of the year as the two proposed First Ministers’ 
agreements on health care and equalization/TFE, and 
the measures proposed in the 2005 budget, receive 
Royal Assent. Public debt charges were $1.1 billion 
lower, reflecting the impact of a decline in the stock 
of interest-bearing debt, along with a decline in the 
average effective interest rate on that debt. 


Transfer payments, which account for about 
two-thirds of total program expenses, increased by 
$3.9 billion or 5.5 per cent. 


¢ Transfers to persons advanced by $0.7 billion or 
2.2 per cent. Elderly benefits were up 3.6 per 
cent, while EI benefits were down 0.5 per cent. 
The decrease in EI benefits reflects a decline in 
regular benefits, which 1s in line with 
improvements in the labour market. 


Federal debt (accumulated deficit) 


$ billions % of GDP 
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¢ Transfers to other levels of government were up 
$2.0 billion or 8.7 per cent, reflecting higher 
transfers in support of health and other social 
programs, resulting from the February 2003 
First Ministers’ Accord on Health Care 
Renewal, and increased fiscal transfers. Fiscal 
transfers were up 8.3 per cent, primarily 
reflecting the impact on the 2003—04 results of 
recoveries related to overpayments in previous 
years under the equalization program. These 
results do not reflect the impacts of the 2004 
First Ministers’ agreements on health care and 
equalization/TFF. These will be included in the 
fiscal results once the legislation receives 
Royal Assent. 


¢ Subsidies and other transfers increased by 
$1.1 billion or 9.0 per cent, primarily reflecting 
the impact of previous budget measures. 


Other program expenses increased by $2.5 billion or 
6.2 per cent, as lower expenses related to Crown 
corporations were more than offset by higher 
expenses related to defence and other departments 
and agencies. Defence expenses were up $1.0 billion 
or 11.0 per cent, while expenses for all other 
departments and agencies were up $1.6 billion or 
Gal permcent: 


Financial source of $7.9 billion for 
April 2004 to January 2005 


The budgetary balance is presented on a full accrual 
basis of accounting, recording government assets and 
liabilities when they are receivable or incurred, 
regardless of when the cash is received or paid. In 
contrast, the financial source/requirement measures 
the difference between cash coming in to the 
Government and cash going out. This measure is 
affected not only by changes in the budgetary balance 
but also by the cash source/requirement resulting 
from the Government’s investing activities (through 
its acquisition of capital assets and its loans, financial 
investments and advances), pensions and other 
accounts, as well as other activities, including 


payment of accounts payable and collection of 
accounts receivable, foreign exchange activities, and 
the amortization of its tangible capital assets. The 
difference between the budgetary balance and 
financial source/requirement is recorded in non- 
budgetary transactions. 


Non-budgetary transactions resulted in a net 
requirement of $5.5 billion in the April 2004 to 
January 2005 period, an improvement of $5.2 billion 
from the requirement in the same period of 2003-04. 
The improvement is primarily attributable to the 
unusually large cash requirements in the April 2003 
to January 2004 period related to transfers to trust 
funds established in the 2003 budget for the Canada 
Health and Social Transfer cash supplement 

($2.5 billion), the Diagnostic/Medical Equipment 
Fund ($1.5 billion), Canada Health Infoway 

($600 million), and the Canada Foundation for 
Innovation ($500 million). Dampening the 
improvement somewhat was an increase in financial 
requirements for pension and other accounts, 
reflecting payments to the Canada Pension Plan 
Investment Board. 


With a budgetary surplus of $13.4 billion and a net 
requirement of $5.5 billion from non-budgetary 
transactions, there was a financial source of 

$7.9 billion in the first 10 months of 2004—05, 
compared to a requirement of $2.5 billion in the 
same period of 2003-04. 


Net financing activities down $21.7 billion 


The Government used this financial source of 

$7.9 billion and a reduction in its cash balances of 
$13.8 billion to reduce its market debt by 

$21.7 billion by the end of January 2005, largely 
through a reduction of marketable bonds and foreign 
currency borrowings. The monthly level of cash 
balances varies as a result of a number of factors 
including periodic large debt maturities, which can be 
quite volatile on a monthly basis. Cash balances at 
the end of January stood at $3.5 billion. 
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Table | 
Summary statement of transactions 


January April to January 


2004 2005 2003-04 2004—05 


($ millions) 


Budgetary transactions 


Revenues 15,508 18,824 148,634 159222 
Expenses 
Program expenses -11,736 -13,556 -110,704 -117,107 
Public debt charges -2,963 -2,857 -29,791 -28,714 
Budgetary balance (deficit/surplus) 809 2,411 8,139 13,401 
Non-budgetary transactions PANO -930 -10,686 -5,514 
Financial source/requirement 2,919 1,481 -2,547 7,887 
Net change in financing activities -6,533 -2,027 -8,487 -21,657 
Net change in cash balances -3,614 -546 -11,034 -13,770 
Cash balance at end of period 3,666 3,480 


Note: Positive numbers indicate net source of funds. Negative numbers indicate net requirement for funds. 


Table 2 
Budgetary revenues 
January April to January 
2004 2005 Change 2003-04 2004—05 Change 
($ millions) (%) ($ millions) (%) 
Tax revenues 
Income taxes 
Personal income tax 7,200 8,677 205 68,138 73,101 Ts) 
Corporate income tax 1,907 2,358 23.6 19,100 19,854 3.9 
Other income tax revenue 469 607 29.4 2,493 2,899 16.3 
Total income tax 9,576 11,642 2ARG 89,731 95,854 6.8 
Excise taxes and duties 
Goods and services tax 2,417 Bal25 29.3 23,860 26,679 11.8 
Customs import duties 204 192 -5.9 2,426 21 | 3. 
Sales and excise taxes 724 759 4.8 8,188 8,154 -0.4 
Air Travellers Security Charge 23 28 217 SBS 525 -3.0 
Total excise taxes and duties 3,368 4,104 21.9 34,809 37,669 8.2 
Total tax revenues 12,944 15,746 DAO 124,540 133-523 42 
Employment insurance premiums 1,410 1,891 34.1 13,962 13,604 -2.6 
Other revenues 1,154 low 2.9 10,132 12,095 19.4 


Total budgetary revenues 15,508 18,824 21.4 148,634 1593222 ail 
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Table 3 
Budgetary expenses 


January April to January 
2004 2005 Change 2003-04 2004-05 Change 
($ millions) (%) ($ millions) (%) 
Transfer payments 
Transfers to persons 
Elderly benefits 25209 2362 4.3 22,309 23,194 3.6 
Employment insurance benefits 1,439 GUS [ag 12,041 P1932 -0.5 
Total 3,704 S957. 7.4 34,430 353176 PD: 
Transfers to other levels of government 
Support for health and 
other social programs 
Canada Health Transfer 1,054 10,542 
Canada Social Transfer 652 6,521 
Health Reform Transfer 833 es) -85.0 833 p50 50.1 
Canada Health and Social Transfer 858 16,083 
Fiscal transfers 865 933 WES) 8,666 9,387 8.3 
Alternative Payments for 
Standing Programs -214 -210 -1.9 -2,116 -2,203 4.1 
Total 2,342 2,554 orl 23,466 25,497 8.7 
Subsidies and other transfers 
Agriculture i535 146 8.1 [091 826 -24.3 
Foreign Affairs 31g, 310 -2.2 i621 2,010 24.0 
Health 199 234 17.6 1,432 1,494 4.3 
Human Resources Development 178 264 48.3 1,164 1,050 -9.8 
Indian and Northern Development Boe 347 4.5 3519 3,618 2.8 
Industry and Regional Development 108 100 -7.4 1,209 1,490 PI, 
Other 454 Boo 30.6 2,586 3,210 26.5 
Total V3 1,994 [S87 127022 [33/98 9.0 
Total transfer payments Oo S525 wl 70,518 74,431 Se 
Other program expenses 
Crown corporation expenses 
Canadian Broadcasting Corporation 89 108 PAYS) 970 980 1.0 
Canada Mortgage and 
Housing Corporation 158 170 7.6 1,699 1,685 -0.8 
Other 121 200 G35 1,854 is -7.1 
Total 368 478 299 4,523 4,388 -3.0 
Defence 961 1,106 lS! SSA 10,405 11.0 
Al! other departments and agencies 2,638 3,447 30.7 26,292 27,883 6.1 
Total other program expenses 3,907, 5,031 26.8 40,186 42,676 6.2 
Total program expenses Li736 132556 pss) 110,704 L707 5.8 
Public debt charges 2,963 2,857 -3.6 29,791 28,714 -3.6 
Total budgetary expenses _ 14,699 16,413 ley 140,495 145,821 3.8 
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Table 4 
Budgetary balance and financial source/requirement 
January April to January 
2004 2005 2003-04 2004—05 
($ millions) 
Budgetary balance (deficit/surplus) 809 2,411 8,139 13,401 
Non-budgetary transactions 
Capital investing activities -104 -86 -1,529 -1,088 
Other investing activities -47] -614 -1,917 -2,485 
Pension and other accounts 287 -619 710 -2,464 


Other activities 
Accounts payable, receivables, accruals 


and allowances 2805 MOUS -12,154 -5,138 
Foreign exchange activities -166 -868 1799 3,091 
Amortization of tangible capital assets 239 242 2,405 2,570 
Total other activities 2,398 389 -7,950 523 

Total non-budgetary transactions SAN -930 -10,686 -5,514 
Net financial source/requirement 2,919 1,481 -2,547 7,887 
Table 5 
Financial source/requirement and net financing activities 

January April to January 
2004 2005 2003-04 2004—05 


($ millions) 
Net financial source/requirement 2,919 1,481 -2,547 7,887 


Net increase (+)/decrease (-) in financing activities 
Unmatured debt transactions 
Canadian currency borrowings 


Marketable bonds -60 387 = 213 -15,523 
Treasury bills -6,600 -2,450 5,600 1,200 
Canada Savings Bonds 32 -96 -1,534 -1,964 
Other 91 -28 

Total -6,628 -2,159 -8,056 -16,315 
Foreign currency borrowings 124 69 -383 -5,473 
Total -6,504 -2,090 -8,439 -21,788 
Obligations related to capital leases -29 63 -48 ie! 
Net change in financing activities -6,533 -2,027 -8,487 -21,657 


Change in cash balance -3,614 -546 -11,034 -13,770 
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Table 6 
Condensed statement of assets and liabilities 
March 31, 2004 January 31, 2005 Change 
($ millions) 
Liabilities 
Accounts payable, accruals and allowances 79,964 74,329 -5,635 


Interest-bearing debt 
Unmatured debt 
Payable in Canadian dollars 


Marketable bonds 278,780 263,257 -15,523 
Treasury bills 1132378 114,578 1,200 
Canada Savings Bonds MA veN8) 19,366 -1,964 
Other 3,427 3,399 -28 
Subtotal 416,915 400,600 -16,315 
Payable in foreign currencies 20,542 £5,069 -5,473 
Obligations related to capital leases 2,774 2,905 131 
Total unmatured debt 440,231 418,574 -21,657 
Pension and other accounts 

Public sector pensions 127,560 129,173 1.613 
Other employee and veteran future benefits 39,367 39,618 251 
Canada Pension Plan (net of securities) 7,483 3,627 -3,856 
Other pension and other accounts 6,488 ; 6,017 -471 
Total pension and other accounts 180,898 178,434 -2,464 
Total interest-bearing debt 621,129 597,008 -24,121 
Total liabilities 701,093 671,336 -29,756 

Financial assets 
Cash and accounts receivable 70,921 56,654 -14,267 
Foreign exchange accounts 44,312 41,221 -3,091 
Loans, investments and advances (net of allowances) 29,548 32,033 2,485 
Total financial assets 144,781 129,908 -14,873 
Net debt 550-5 ul 541,428 -14,883 
Non-financial assets 54,817 DeRose! -1,482 
Federal debt (accumulated deficit) 501,494 488,093 -13,401 
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There was a budgetary surplus of $5.8 billion in February 2005, up from the surplus of $3.8 billion recorded 
in February 2004. This increase is due in large part to stronger corporate income tax receipts, which rose 
$1.3 billion or 28.9 per cent from the same month last year. The gain in corporate receipts reflects the 
timing of year-end corporate settlement payments, some of which last year were received one month later, 

in March 2004. The surplus was also supported by higher net goods and services tax (GST) receipts, which 
rose $0.6 billion or 29.3 per cent, a growth rate that continues to be far in excess of the growth of taxable 
consumption and reflects ongoing weakness in GST refunds. Growth of GST refunds is expected to pick up 
in the coming months. Program expenses were $0.2 billion lower in February 2005, reflecting lower transfer 
payments. Public debt charges were also $0.2 billion lower in February. 


April 2004 to February 2005 


For the first 11 months of the 2004—05 fiscal year (April to February), the budgetary surplus is estimated at 
$19.2 billion, up $7.2 billion from the surplus reported in the same period last year. 


Taking into account a number of factors, the results to date are broadly consistent with the expected 
outcome of a $3-billion surplus in 2004—05 as set out in the 2005 budget. 


* The monthly results to date do not reflect the significant fiscal impacts of a number of initiatives that 
have already been announced. The legislative authorities to put the federal-provincial-territorial 
agreements on health care and equalization/Territorial Formula Financing (TFF) into effect were received 
in March 2005 and the fiscal cost of these measures ($7.2 billion) will be recorded in March. The 
March 2005 results will also incorporate the costs associated with the recently announced agricultural 
assistance package ($1 billion). The final 2004—05 year-end results will be further affected by the impact 
of the new initiatives proposed in the 2005 budget ($3.9 billion). In total some $12 billion in new 
already announced expenses will be incorporated in March and the supplementary period. 


¢ The February results reflect extraordinarily high growth in corporate income tax and net GST receipts. 
As indicated above, both corporate income tax and GST receipts were up 29 per cent over last year, while 
their underlying tax bases (corporate profits and retail trade) were up 17.7 per cent and 5.5 per cent, 
respectively. The growth of corporate receipts is expected to moderate in March to be more 
in line with the growth of profits. It is also expected that in March 2005 and in the year-end 
supplementary period, there will be a reversal of some of the recent increases in GST revenues, 
bringing them more in line with the observed growth in their applicable tax base. 


¢ As well, because of the seasonal pattern of receipts and expenses, deficits are traditionally recorded 
in both March and the end-of-year supplementary period. 


February 2005: budgetary results Budgetary revenues totalled $19.8 billion in 

the month, up $1.5 billion or 8.3 per cent from 
February 2004. This increase is due to significantly 
higher corporate income tax and GST revenues, 
which more than offset lower personal income 


tax revenugs, B RA as 


The February 2005 budgetary surplus was 
estimated at $5.8 billion, up from the surplus 
of $3.8 billion in February 2004. 
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¢ Personal income tax revenues fell $0.7 billion 
or 8.1 per cent on a year-over-year basis. As 
discussed in the January Fiscal Monitor, this 
decline reflects the fact that there was an extra 
processing cycle in January 2005, which boosted 
receipts in that month. 


* Corporate income tax revenues were up 
$1.3 billion or 28.9 per cent on a year-over-year 
basis. This gain in corporate receipts reflects 
year-end corporate settlement payments, some 
of which last year were received in both 
February and March. 


¢ Excise taxes and duties were up $0.6 billion in 
February 2005 compared to February 2004. 
This increase 1s almost entirely due to higher 
GST receipts, which were up $0.6 billion or 
29.3 per cent. Although the year-over-year gain in 
gross GST receipts was roughly in line with the 
growth in the applicable tax base, the growth in 
refunds, which should match the growth in gross 
receipts over time, was considerably weaker. 
Customs import duties rose $38 million, while 
together, sales and excise taxes and receipts from 
the Air Travellers Security Charge declined 
$21 million. 


¢ Employment insurance (EI) premiums were up 
3.1 per cent, reflecting increases in employment 
and wages and salaries, which more than offset 
the decline in premium rates. 


¢ Other revenues, which consist of revenues from 
Crown corporations, sales of goods and services 
and foreign exchange revenues, were up 
12.5 per cent. This revenue component is 
volatile on a monthly basis. 


Program expenses in February 2005 totalled 
$11.3 billion, down $0.2 billion or 2.0 per cent from 
February 2004 due to lower transfer payments. 


Transfer payments were down $0.8 billion or 
10.6 per cent in February 2005. 


* Transfers to persons, consisting of elderly and 
EI benefits, were 3.6 per cent lower on a 
year-over-year basis. Elderly benefits increased 
4.1 per cent due to both higher average benefits 
and an increase in the number of individuals 
eligible for benefits. EI benefits were down 


14.1 per cent due to a decrease in regular benefits. 


This reflects the inclusion of an additional 
payment cycle in January 2005, which boosted 
expenses in that month and subsequently lowered 
them in February. 


¢ Transfers to other levels of government, 
consisting of federal transfers in support of health 
and other social programs (Canada Health 
Transfer, Canada Social Transfer and Health 
Reform Transfer), fiscal transfers and Alternative 
Payments for Standing Programs, were down 
320) Pelecent: 


¢ Subsidies and other transfers were down 
37.6 per cent. This component is volatile on a 
monthly basis, largely reflecting the timing 
of payments. 


Other program expenses consist of transfers to 
Crown corporations and operating expenses for 
departments and agencies, including defence. On 

a year-over-year basis, these expenses were up 

16.6 per cent due to higher expenses related to other 
departments and agencies. Defence expenses fell 
slightly by $10 million or 1.0 per cent in February, 
while expenses for all other departments and 
agencies rose by $0.6 billion or 26.9 per cent. This 
component is also quite volatile on a monthly basis, 
reflecting the timing of payments and the coming 
into force of previous budget measures. 


Public debt charges were 7.6 per cent lower, 
reflecting the impact of a decline in the stock of 
interest-bearing debt, along with a decline in the 
average effective interest rate on that debt. 


April 2004 to February 2005: 
budgetary results 


Through the first 11 months of 2004—05, there 
was a budgetary surplus of $19.2 billion, up 

$7.2 billion from the $12-billion surplus reported 
in the same period of 2003-04. 


Revenues and expenses 
(April 2004-February 2005) 


$ billions 
Revenues 
El premiums 15.4 Expenses 
Subsidies and 
Other revenues 16.3 as other transfers 
Corporate 
: 256 97.8 Transfers to other 
income taxes levels of gov't 
Excise taxes 4, é Public 


and duties debt charges 


Transfers to 
persons 


Personal 
income taxes Ene 
Other program 


™~ expenses 


179.1 159.8 
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Budgetary revenues increased $12.1 billion, or 
7.3 per cent, to total $179.1 billion. This increase 
reflects strong gains in corporate income tax and 
GST revenues, as well as the $2.6-billion net gain 
from the sale of the Government’s remaining 
shares in Petro-Canada. 


Personal income tax revenues increased 

$4.3 billion or 5.7 per cent through February. 
This year-over-year increase is consistent with 
higher employment and wages and salaries 
through the year. 


Corporate income tax revenues were up 

$2.1 billion or 8.7 per cent. This year-over-year 
gain was dampened by the inclusion in the 
2003—04 results of unusually large gains 
recorded by the financial sector related to 

the revaluation of U.S.-dollar-denominated 
liabilities in 2003. Absent this factor, underlying 
corporate receipts are up about 22 per cent year 
to date, somewhat higher than the estimated 
growth in corporate profits in 2004. 


Excise taxes and duties increased $3.5 billion or 
9.1 per cent. Virtually all of this increase is 
attributable to growth in GST revenues, which 
were $3.4 billion or 13.1 per cent higher than 
the previous year. The continued strong growth 
in GST receipts reflects ongoing weakness in 
GST refunds (up 2.6 per cent year to date) 
compared to gross receipts (up 7.6 per cent). 
On balance, the growth in refunds should 
correspond closely to the growth in gross 


Budgetary balance 
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receipts. It is expected that in March 2005 and 
the year-end supplementary period, refunds will 
pick up, bringing net GST revenues more in line 
with the growth in the applicable tax base. 
Customs import duties were up $0.1 billion, 
while sales and excise taxes and the Air 
Travellers Security Charge were down a 
combined $0.1 billion. 


¢ EI premiums declined $0.3 billion or 
1.9 per cent, reflecting the reduction in premium 
rates (the employee rate declined from $2.10 
in 2003 to $1.98 in 2004 and to $1.95 in 2005 
per $100 of insurable earnings), which more 
than offset the impact of increases in 
employment and earnings. 


¢ Other revenues increased $2.1 billion or 
18.8 per cent due to the sale of the 
Government’s remaining shares of 
Petro-Canada. In the absence of this transaction, 
other revenues (which include net gains from 
the Exchange Fund Account, interest and net 
gains from enterprise Crown corporations) 
declined on a year-over-year basis, primarily due 
to lower gains in the Exchange Fund Account. 


On a year-over-year basis, program expenses in 
the April 2004 to February 2005 period were up 
5.0 per cent to $128.4 billion. However, program 
expenses will increase significantly in 

March 2005, when the fiscal impacts of the 
federal-provincial-territorial agreements on health 
care and equalization/TFF and the recently 


Federal debt (accumulated deficit) 
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announced agricultural assistance package are 
included. In addition, the final results will 
incorporate the fiscal impact of measures proposed 
in the 2005 budget, once the applicable legislation 
receives Royal Assent. Public debt charges were 
$1.3 billion lower than in the first 11 months of 
2003-04, reflecting the impact of a decline in the 
stock of interest-bearing debt, along with a decline 
in the average effective interest rate on that debt. 


Transfer payments, which account for about 
two-thirds of total program expenses, increased 
by $3.1 billion, or 3.9 per cent. 


¢ Transfers to persons advanced by $0.6 billion 
or 1.6 per cent. Elderly benefits were up 
3.6 per cent while EI benefits were down 
2.1 per cent. The decrease in EI benefits reflects 
a decline in regular benefits, which ts in line 
with improvements in the labour market. 


¢ Transfers to other levels of government were up 
$1.9 billion, or 7.5 per cent, reflecting higher 
transfers 1n support of health and other social 
programs, resulting from the February 2003 
First Ministers’ Accord on Health Care 
Renewal, and increased fiscal transfers. Fiscal 
transfers were up 5.1 per cent, primarily 
reflecting the impact on the 2003—04 results of 
recoveries related to overpayments in previous 
years under the equalization program. These 
results do not reflect the impacts of the 2004 
federal-provincial-territorial agreements on 
health care and equalization/TFF. These will be 
included in the March fiscal results. 


* Subsidies and other transfers increased by 
$0.5 billion, or 3.7 per cent, primarily reflecting 
the impact of previous budget measures. 


Other program expenses increased by $3.1 billion, 
or 7.1 per cent, as lower expenses related to Crown 
corporations were more than offset by higher 
expenses related to defence and other departments 
and agencies. Defence expenses were up 

$1.0 billion or 9.9 per cent, while expenses for all 
other departments and agencies were up 

$2.2 billion or 7.8 per cent. 


Financial source of $8.5 billion for 
April 2004 to February 2005 


The budgetary balance is presented on a full 
accrual basis of accounting, recording government 
assets and liabilities when they are receivable or 


incurred, regardless of when the cash is received or 
paid. In contrast, the financial source/requirement 
measures the difference between cash coming in to 
the Government and cash going out. This measure 
is affected not only by changes in the budgetary 
balance but also by the cash source/requirement 
resulting from the Government’s investing 
activities (through its acquisition of capital assets 
and its loans, financial investments and advances), 
pensions and other accounts, as well as other 
activities, including payment of accounts payable 
and collection of accounts receivable, foreign 
exchange activities, and the amortization of its 
tangible capital assets. The difference between 

the budgetary balance and financial 
source/requirement is recorded in non-budgetary 
transactions. 


Non-budgetary transactions resulted in a net 
requirement of $10.8 billion in the April 2004 to 
February 2005 period, up $1.1 billion from a 
requirement of $9.7 billion in the same period of 
2003-04. The higher requirement primarily reflects 
the transfer of the Government’s holdings in the 
Canada Pension Plan to the Canada Pension Plan 
Investment Board. 


With a budgetary surplus of $19.2 billion and a net 
requirement of $10.8 billion from non-budgetary 
transactions, there was a financial source of 

$8.5 billion in the first 11 months of 2004-05, 
compared to a source of $2.3 billion in the same 
period of 2003-04. 


Net financing activities 
down $18.4 billion 


The Government used this financial source of 
$8.5 billion and a reduction in its cash balances of 
$10.0 billion to reduce its market debt by 

$18.4 billion by the end of February 2005, largely 
by reducing its holdings of marketable bonds and 
foreign currency borrowings. The monthly level of 
cash balances varies as a result of a number of 
factors including periodic large debt maturities, 
which can be quite volatile on a monthly basis. 
Cash balances at the end of February stood at 

$7.3 billion. 
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Table | 
Summary statement of transactions 


February April to February 


2004 2005 2003—04 2004—05 


($ millions) 


Budgetary transactions 


Revenues 18,315 19,842 166,952 179,066 
Expenses 
Program expenses -11,534 -11,300 -122,238 -128,408 
Public debt charges -2,946 =2,)22 -32,737 -31,436 
Budgetary balance (deficit/surplus) 3.835 5,820 [OTF 19222 
Non-budgetary transactions 979 -5,249 -9,707 -10,760 
Financial source/requirement 4,814 571 2240 8,462 
Net change in financing activities -2,300 SIA -10,787 -18,437 
Net change in cash balances 2,514 3,792 -8,517 -9,975 
Cash balance at end of period 6,181 ees 


Note: Positive numbers indicate net source of funds. Negative numbers indicate net requirement for funds. 


Table 2 
Budgetary revenues 
February April to February 
2004 2005 Change 2003-04 2004-05 Change 
($ millions) (%) ($ millions) (%) 
Tax revenues 
Income taxes 
Personal income tax 8,023 (EeUe: -8.] 76,162 80,474 a7 
Corporate income tax 4,485 5,780 28.9 235585 25,635 8.7 
Other income tax revenue 224 552 oi al Za) W261 19:7 
Total income tax Weare 13,504 6.1 102,464 109,360 6.7 
Excise taxes and duties 
Goods and services tax 1,966 2,542 29.3 25,826 29,221 1351 
Customs import duties 237 YS 16.0 2,663 OSS 4.6 
Sales and excise taxes 741 T23 -2.4 8,927 8,878 -0.5 
Air Travellers Security Charge 34 3 -8.8 369 356 -3.5 
Total excise taxes and duties 2,978 eee /G 19.9 SI GLOO 41,240 9.1 
Total tax revenues 15,710 [7075 8.7 140,249 150,600 7.4 
Employment insurance premiums 1,743 1,797 Zell 53705 15,401 -1.9 
Other revenues 862 970 1235 10,998 13,065 18.8 


Total budgetary revenues 18,315 19,842 8.3 166,952 179,066 13 
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Table 3 
Budgetary expenses 


February April to February 
2004 2005 Change 2003-04 2004-05 Change 
($ millions) (%) ($ millions) (%) 
Transfer payments 
Transfers to persons 
Elderly benefits 2,274 2,367 4] 24,662 25,061 3.6 
Employment insurance benefits 1,656 1,423 -14.1 13,698 13,405 -2.1 
Total 3,930 3,790 -3.6 38,360 38,966 1.6 
Transfers to other levels of government 
Support for health and 
other social programs 
Canada Health Transfer 1,054 11,596 
Canada Social Transfer 651 WARS 
Health Reform Transfer 83 125 50.6 917 PS) 49.9 
Canada Health and Social Transfer 1,608 17,692 
Fiscal transfers 865 634 -26.7 9.530 10,020 Sul 
Alternative Payments for 
Standing Programs -214 -210 -1.9 -2,330 -2,413 3.6 
Total 2,342 2,254 -3.8 25,809 27,791 Ce 
Subsidies and other transfers 
Agriculture 32 0 -100.0 iOS 826 -26.4 
Foreign Affairs 224 200 -10.7 1,845 ZNO 19.8 
Health 119 124 4.2 Igo 1,618 4.3 
Human Resources Development 280 104 -62.9 1,445 1,154 -20.1 
Indian and Northern Development 267 285 6.7 3,786 3,903 al 
Industry and Regional Development 312 -16 -105.1 [ps2 1,474 -3.1 
Other 385 313 -18.7 2,974 B,000 20.5 
Total 1,619 1,010 -37.6 14,245 14,768 Or) 
Total transfer payments 7,891 7,054 -10.6 78,414 81,485 3.9) 
Other program expenses 
Crown corporation expenses 
Canadian Broadcasting Corporation 84 65 -22.6 1,055 1,045 -0.9 
Canada Mortgage and 
Housing Corporation 161 170 Sa 1,860 1,855 -0.3 
Other 106 107 0.9 1,959 1,830 -6.6 
Total Sl 342 -2.6 4,874 4,730 -3.0 
Defence 984 974 -1.0 105356 [e379 9.9 
All other departments and agencies 2,308 2930 26.9 28,594 30,814 7.8 
Total other program expenses 3,643 4,246 16.6 43,824 46,923 el 
Total program expenses 11,534 11,300 -2.0 12258 128,408 5.0 
Public debt charges 2,946 ea? -7.6 52739 31,436 -4.0 
Total budgetary expenses 14,480 14,022 -3.2 154,975 159,844 By I 


The Fiscal Monitor 


Table 4 
Budgetary balance and financial source/requirement 
February April to February 
2004 2005 2003-04 2004—05 
($ millions) 
Budgetary balance (deficit/surplus) 3,835 5,820 11,977 19,222 
Non-budgetary transactions 
Capital investing activities -133 -313 -1,663 -1,402 
Other investing activities -234 -192 pees tasye -2,677 
Pension and other accounts 554 -985 1,265 -3,448 


Other activities 
Accounts payable, receivables, accruals 


and allowances -153 -2,839 -12,306 -7,974 
Foreign exchange activities 627 -1,166 2,426 2) 
Amortization of tangible capital assets 318 246 DET 2,816 
Total other activities 792 -3,759 -7,157 -3,233 

Total non-budgetary transactions 979 -5,249 -9,707 -10,760 
Net financial source/requirement 4,814 =i DAY 8,462 
Table 5 
Financial source/requirement and net financing activities 

February April to February 
2004 2005 2003-04 2004-05 


($ millions) 


Net financial source/requirement 4.814 S71 2.210 8,462 


Net increase (+)/decrease (-) in financing activities 
Unmatured debt transactions 
Canadian currency borrowings 


Marketable bonds 984 1,887 -11,229 -13,636 
Treasury bills -3,500 1,100 2,100 2,300 
Canada Savings Bonds -131 -196 -1,665 -2,161 
Other -| 9] -29 

Total -2,647 2,790 -10,703 -13,526 
Foreign currency borrowings 350 ea} -33 -5,076 
Total -2,297 a,187 -10,736 -18,602 
Obligations related to capital leases -3 34 -5] 165 
Net change in financing activities -2,300 BROOA| -10,787 -18,437 


Change in cash balance 214 3,792 -8,517 -9,975 
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Table 6 
Condensed statement of assets and liabilities 
March 31, 2004 February 28, 2005 Change 
($ millions) 
Liabilities 
Accounts payable, accruals and allowances 79,964 (Ee -2,405 


Interest-bearing debt 
Unmatured debt 
Payable in Canadian dollars 


Marketable bonds 278,780 265,144 -13,636 
Treasury bills 113,378 115,678 2,300 
Canada Savings Bonds PAID 19,169 -2,161 
Other 3,427 3,398 -29 
Subtotal 416,915 403,389 -13,526 
Payable in foreign currencies 20,542 15,466 -5,076 
Obligations related to capital leases 2,774 2939 165 
Total unmatured debt 440,23 1 421,794 -18,437 
Pension and other accounts 

Public sector pensions 127,560 129,307 1747 
Other employee and veteran future benefits 395367 39,650 283 
Canada Pension Plan (net of securities) 7,483 2,658 -4,825 
Other pension and other accounts 6,488 3505) -653 
Total pension and other accounts 180,898 177,450 -3,448 
Total interest-bearing debt 621,129 599244 -21,885 
Total liabilities 701,093 676,803 -24,290 

Financial assets 
Cash and accounts receivable 70,921 66,515 -4.406 
Foreign exchange accounts 44,312 42,387 -1,925 
Loans, investments and advances (net of allowances) 29,548 aS ZOFT 
Total financial assets 144,781 140127 -3,654 
Net debt 550.311 Senos -20,636 
Non-financial assets 54,817 53,403 -1,414 
Federal debt (accumulated deficit) 501,494 482,272 -19,222 


For additional copies or subscription inquiries, please contact the Distribution Centre at (613) 995-2855. 
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There was a budgetary deficit of $9.5 billion in March 2005, a deterioration of $6.3 billion from the-deficit 
of $3.2 billion recorded in March 2004. The deterioration is primarily attributable to the $7.2 billion in 
transfers related to the federal-provincial-territorial agreements on health care and equalization/Territorial 
Formula Financing (TFF). The legislative authorities for these transfers received Royal Assent in March. 


April 2004 to March 2005 


The budgetary surplus is estimated at $9.8 billion for the April 2004 to March 2005 period, up $1.0 billion 


from the surplus reported in the same period last year. 


Program expenses were up $13.7 billion or 9.9 per cent in the April 2004 to March 2005 period, primarily 
due to higher transfer payments, reflecting the effects of the federal-provincial-territorial agreements on 
health care and equalization/TFF, which were expensed in March 2005. Public debt charges were down 
$1.5 billion or 4.2 per cent, reflecting the impact of a decline in the stock of interest-bearing debt, along 
with a decline in the average effective interest rate on that debt. 


On a year-over-year basis, budgetary revenues were up $13.2 billion or 7.2 per cent in the April 2004 to 
March 2005 period compared to the same period in 2003-04. The higher revenues primarily reflect strong 
corporate income tax receipts. The underlying increase in corporate income tax revenues is nearly double 
the current estimated growth in corporate profits for 2004. Corporate income tax receipts over the 

April 2004 to March 2005 period are about $2 billion higher than anticipated at the time of the budget. 


These are not the final results for the year as a whole. The April 2004 to March 2005 monthly results 
do not reflect the impact of the new initiatives proposed in the 2005 budget, which total $2.5 billion. 
Nor do the results reflect the regular end-of-year accounting adjustments, which incorporate the costs 
of liabilities incurred during the fiscal year for which no payments were made in 2004—05, and final 
tax accrual adjustments. As a result, it is too early to determine whether the budgetary surplus will be 
greater than the $3 billion projected for 2004—05 in the 2005 budget. 


March 2005: budgetary resuits 


There was a budgetary deficit of $9.5 billion in 
March 2005, up from the deficit of $3.2 billion 
recorded in March 2004. 


Budgetary revenues totalled $17.8 billion, an 
increase of $1.1 billion or 6.5 per cent from 
March 2004. This gain is due to higher personal 
and corporate income tax receipts, which were 
somewhat offset by lower GST and other revenues. 


¢ Personal income tax revenues rose $1.2 billion 
or 16.9 per cent on a year-over-year basis 
due to timing factors in the processing of 
source deductions. 
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¢ Corporate income tax revenues were up 


$0.8 billion or 24.1 per cent on a year-over-year 
basis. This gain is attributable to final year-end 
corporate settlement payments from the 
manufacturing sector in March 2005, which 
were up $1 billion from last year. Monthly 
instalment payments from the manufacturing 
sector were down through the first 11 months 
of 200405 and, as a result, the settlement 
payments in March alone accounted for the 
entire increase in receipts from this sector 

for 2004—05 as a whole. 


ivi 


Canada 
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* Excise taxes and duties in March 2005 were down 
$0.3 billion compared to March 2004, almost 
entirely due to lower GST receipts. As discussed 
in previous editions of The Fiscal Monitor, 
declines in net GST receipts have been expected, 
as net receipts in the latter half of the year have 
grown very strongly compared to taxable income 
as a result of weak GST refund growth. Customs 
import duties rose $20 million, while together, 
sales and excise taxes and receipts from the Air 
Travellers Security Charge declined $15 million. 


¢ Employment insurance (EI) premiums were up 
3.2 per cent, reflecting increases in employment 
and wages and salaries, which more than offset 
the decline in premium rates. 


¢ Other revenues, which consist of revenues from 
Crown corporations, sales of goods and services 
and foreign exchange revenues, fell 72.4 per cent. 
This decline is largely due to losses on the year- 
end revaluation of the Government’s holdings of 
U.S.-dollar-denominated assets resulting from the 
appreciation of the Canadian dollar. 


Program expenses 1n March 2005 totalled 
$24.5 billion, up $7.6 billion or 44.6 per cent 
from March 2004. The increase is mainly due 
to higher transfer payments. 


Transfer payments were up $7.5 billion or 
63.5 per cent in March 2005. 


¢ Transfers to persons, consisting of elderly and 
EI benefits, were 1.0 per cent higher on a year- 
over-year basis. Elderly benefits increased by 
$88 million due to both higher average benefits 
and an increase in the number of individuals 
eligible for benefits. EI] benefits were down 
$50 million due to a decrease in regular benefits. 


* Transfers to other levels of government, consisting 
of federal transfers in support of health and other 
social programs (Canada Health Transfer, Canada 
Social Transfer and Health Reform Transfer), 
fiscal transfers and Alternative Payments for 
Standing Programs, were up $6.3 billion. This 
increase is due to liabilities for the new initiatives 
under the 2004 First Ministers’ agreements on 
health care and equalization/TFF. 


* Subsidies and other transfers were up $1.2 billion, 
reflecting increases in agricultural assistance 
and foreign aid. This component is volatile on 
a monthly basis, largely reflecting the timing 
of payments. 


Other program expenses consist of transfers to Crown 
corporations and operating expenses for departments 
and agencies, including defence. On a year-over-year 
basis, these expenses were up slightly by 1.4 per cent, 
as increases in transfers to Crown corporations and 
expenses related to other departments and agencies 
were largely offset by a decrease in defence expenses. 
Defence expenses fell by $336 million or 17.5 per cent, 
while expenses for all other departments and agencies 
rose by $325 million or 11.4 per cent and transfers 
to Crown corporations rose by $82 million or 

21.0 per cent. This component is also quite volatile 
on a monthly basis, reflecting the timing of payments 
and the coming into force of measures from 
previous budgets. 


Public debt charges were 7.2 per cent lower, 
reflecting the impact of a decline in the stock of 
interest-bearing debt, along with a decline in the 
average effective interest rate on that debt. 


April 2004 to March 2005: 
budgetary results 


In the April 2004 to March 2005 period, there was 
a budgetary surplus of $9.8 billion, up $1.0 billion 
from the $8.8-billion surplus reported in the same 
period of 2003—04. 


Budgetary revenues increased $13.2 billion or 

7.2 per cent to total $196.8 billion. This increase 
reflects strong gains in corporate income tax and 
GST revenues, as well as the $2.6-billion net gain 
from the sale of the Government’s remaining shares 
in Petro-Canada. 


Revenues and expenses 
(April 2004-March 2005) 


$ billions 
Revenues 
Other revenues 16.9 poco 
: Subsidies and 
El premiums 17.2 20.1 other transfers 
Corporate B55 4 Public 


income taxes debt charges 


Excise taxes 
and duties 


Transfers to other 
™ levels of gov’t 


Transfers to 
“persons 


Personal 
income taxes 
Other program 
*< expenses 


196.8 187.1 


¢ Personal income tax revenues increased by 

$5.5 billion or 6.6 per cent, reflecting year-over- 
year gains in employment and wages and 
salaries through the year. 


Corporate income tax revenues were up 

$2.9 billion or 10.6 per cent. This gain was 
dampened by the inclusion in the 2003-04 
results of unusually large gains recorded by the 
financial sector related to the revaluation of 
U.S.-dollar-denominated liabilities in 2003, as 
well as the 2-percentage-point decline in the 
general corporate income tax rate in 2004. 
Absent these two factors, underlying corporate 
receipts are up about 29 per cent year to date, 
stronger than the estimated growth in corporate 
profits of 17.7 per cent in 2004. The 2005 
budget projected an underlying increase in 

net corporate income tax receipts of over 

20 per cent, somewhat higher than the 

17.7 per cent growth in corporate profits. 


Excise taxes and duties increased by $3.1 billion 
or 7.6 per cent. Virtually all of this increase is 
attributable to growth in GST revenues, which 
were $3.1 billion or 10.9 per cent higher than 
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to bring net GST revenues more in line with the 
growth in the applicable tax base. It is expected 
that refunds will continue to pick up relative 

to gross receipts through the year-end accrual 
adjustments. Customs import duties were up 
$0.1 billion, while there were declines in both 
sales and excise taxes and the Air Travellers 
Security Charge, which together declined 

$0.1 billion. 


EI premiums declined $0.3 billion or 1.4 per cent, 
reflecting the reduction in premium rates (the 
employee rate declined from $2.10 in 2003 to 
$1.98 in 2004 and to $1.95 in 2005 per $100 of 
insurable earnings), which more than offset the 
impact of increases in employment and earnings. 


Other revenues increased $1.3 billion or 

10.8 per cent due to the sale of the Government’s 
remaining shares of Petro-Canada. The other 
components in this category (which include net 
gains from the Exchange Fund Account, interest 
and net gains from enterprise Crown corporations) 
were lower on a year-over-year basis, reflecting 
the impact of the appreciation of the Canadian 
dollar and the decline in interest rates. 


last year. The strong growth in GST receipts 
in the April-to-March period reflects ongoing 
weakness in GST refunds (up 3.0 per cent) 
relative to gross receipts (up 6.8 per cent). 
On balance, the growth in refunds should 
correspond closely to the growth in gross 
receipts. Net receipts declined in March 2005 


On a year-over-year basis, program expenses 1n 

the April 2004 to March 2005 period were up 

9.9 per cent to $153.0 billion, mainly due to 
increased transfers under the 2004 First Ministers’ 
agreements on health care and equalization/TFF. 
Public debt charges were $1.5 billion lower than 

in the same period of 2003—04, reflecting the impact 
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of a decline in the stock of interest-bearing debt, 
along with a decline in the average effective 
interest rate on that debt. 


Transfer payments, which account for about two- 
thirds of total program expenses, increased by 
$10.6 billion or 11.7 per cent. 


¢ Transfers to persons advanced by $0.6 billion 
or 1.5 per cent. Elderly benefits were up 
3.7 per cent while EI benefits were down 
2.3 per cent. The decrease in EI benefits reflects 
a decline in regular benefits, which is in line 
with improvements in the labour market. 


¢ Transfers to other levels of government were up 
$8.2 billion or 27.6 per cent, reflecting higher 
transfers in support of health and other social 
programs, resulting from the 2004 First 
Ministers’ agreements on health care and 
equalization/TFF. 


¢ Subsidies and other transfers increased by 
$1.7 billion or 9.2 per cent, primarily reflecting 
the impact of previous budget measures. 


Other program expenses increased by $3.2 billion 
or 6.5 per cent, as lower expenses related to Crown 
corporations were more than offset by higher 
expenses related to defence and other departments 
and agencies. Defence expenses were up $0.7 billion 
or 5.6 per cent, while expenses for all other 
departments and agencies were up $2.5 billion 

or 8.1 per cent. 


Financial source of $4.7 billion 
for April 2004 to March 2005 


The budgetary balance is presented on a full 
accrual basis of accounting, recording government 
assets and liabilities when they are receivable or 
incurred, regardless of when the cash is received or 
paid. In contrast, the financial source/requirement 
measures the difference between cash coming in to 
the Government and cash going out. This measure 
is affected not only by changes in the budgetary 


balance but also by the cash source/requirement 
resulting from the Government’s investing 
activities (through its acquisition of capital assets 
and its loans, financial investments and advances), 
pensions and other accounts, as well as other 
activities, including payment of accounts payable 
and collection of accounts receivable, foreign 
exchange activities, and the amortization of its 
tangible capital assets. The difference between the 
budgetary balance and financial source/requirement 
is recorded in non-budgetary transactions. 


Non-budgetary transactions resulted in a net 
requirement of $5.1 billion in the April 2004 

to March 2005 period, up $1.7 billion from a 
requirement $3.4 billion in 2003—04. The higher 
requirement primarily reflects the transfer of the 
Government’s holdings in the Canada Pension Plan 
to the Canada Pension Plan Investment Board. 


With a budgetary surplus of $9.8 billion and a net 
requirement of $5.1 billion from non-budgetary 
transactions, there was a financial source of 

$4.7 billion in the April 2004 to March 2005 
period, compared to a source of $5.4 billion 

in the same period last year. 


Net financing activities 
down $4.8 billion 


The Government used this financial source of 
$4.7 billion and a reduction in its cash balances 
of $0.1 billion to reduce its market debt by 

$4.8 billion, largely by reducing its holdings of 
foreign currency borrowings. The monthly level 
of cash balances varies as a result of a number 

of factors including periodic large debt maturities, 
which can be quite volatile on a monthly basis. 
Cash balances at the end of March stood at 

$17.1 billion. 
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Table 1 
Summary statement of transactions 


March April to March 


2004 2005 2003-04 2004—05 


($ millions) 


Budgetary transactions 


Revenues 16,693 Dold 183,645 196,842 
Expenses 
Program expenses -16,976 -24,545 -139,214 -152,954 
Public debt charges -2,896 -2,687 -35,633 -34,122 
Budgetary balance (deficit/surplus) -3,179 -9,455 8,798 9,766 
Non-budgetary transactions 6,269 5/057, -3,440 -5,105 
Financial source/requirement 3,090 -3,798 5,358 4,661 
Net change in financing activities 7,978 13,647 -2,807 -4,790 
Net change in cash balances 11,068 9,849 De seyi| -129 
Cash balance at end of period 17,250 122 


Note: Positive numbers indicate net source of funds. Negative numbers indicate net requirement for funds. 


Table 2 
Budgetary revenues 
March April to March 
2004 2005 Change 2003-04 2004-05 Change 
($ millions) (%) ($ millions) (%) 
Tax revenues 
Income taxes 
Personal income tax 7,026 8,213 16.9 83,187 88,686 6.6 
Corporate income tax 3,415 4,238 24.1 27,000 29,872 10.6 
Other income tax revenue 195 316 62.1 2,912 3,567 22D 
Total income tax 10,636 12/67, 20.0 113,099 2125 8.0 
Excise taxes and duties 
Goods and services tax 2273 1,939 -14.9 28,104 31,161 10.9 
Customs import duties 229 249 8.7 2,892 3,034 4.9 
Sales and excise taxes Tes 728 -0.4 9,660 9,606 -0.6 
Air Travellers Security Charge 45 33 -26.7 414 389 -6.0 
Total excise taxes and duties OAD 2,949 -10.2 41,070 44,190 7.6 
Total tax revenues 13,919 ime 7Ale) 12.9 154,169 166,315 7.9 
Employment insurance premiums Lis 1,768 BZ 17,419 17,169 -1.4 
Other revenues 1,061 293 -72.4 123057 13:3538 10.8 


Total budgetary revenues 16,693 | Weg P| 6.5 183,645 196,842 a/9: 
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Table 3 
Budgetary expenses 


March April to March 
2004 2005 Change 2003-04 2004—05 Change _ 
($ millions) (%) ($ millions) (%) 
Transfer payments 
Transfers to persons 
Elderly benefits Dena 7 23305 3.9 26,939 27,926 Se! 
Employment insurance benefits 1,378 1,328 -3.6 15,076 14,734 -2.3 
Total 3,655 3,693 1.0 42,015 42,660 ie) 
Transfers to other levels of government 
Support for health and 
other social programs 
Canada Health Transfer 6,804 18,400 
Canada Social Transfer TO 7,900 
Health Reform Transfer 83 15 50.6 1,000 1,500 50.0 
Canada Health and Social Transfer 3,608 31 21,300 31 
Fiscal transfers 550 2,882 424.0 10,081 12,902 28.0 
Alternative Payments for 
Standing Programs -285 -333 16.8 -2,615 -2,746 5.0 
Total 3,950 10,236 158.7 29,766 Bs) 21.0 
Subsidies and other transfers 
Agriculture [e255 1,748 41.5 2,308 2,574 yy 
Foreign A ffairs 674 LSD 75.4 2,519 3,391 34.6 
Health 508 246 -51.6 2.059 1,864 -9.5 
Human Resources Development 169 49 -71.0 1,614 ihe} “2599 
Indian and Northern Development 48] 452 -6.0 4,268 4,354 2.0 
Industry and Regional Development 288 207 -28.1 1,809 1,681 -7.1 
Other 846 1,497 TORY 3,818 5,080 Srl 
Total 4,201 S06! 28.1 18,445 20,147 92 
Total transfer payments [assi2 19,310 63.5 90,226 100,794 ley, 
Other program expenses 
Crown corporation expenses 
Canadian Broadcasting Corporation 20 0 -100.0 1,074 1,045 -2.7 
Canada Mortgage and 
Housing Corporation 205 190 -7.3 2,065 2,045 -1.0 
Other 166 283 WOS Dy OES) Piva i, -0.6 
Total 39 473 NAD) 5,264 5,203 -1.2 
Defence 1,919 1,583 eye 12,274 12,962 5.6 
All other departments and agencies 2,854 3,179 Mies 31,450 33,995 8.1 
Total other program expenses 5,164 5.235) 1.4 48,988 52,160 6.5 
Total program expenses 16,976 24,545 44.6 139,214 152,954 a 
Public debt charges 2,896 2,687 -7.2 35,633 34,122 -4.2 
Total budgetary expenses LOS 2 2ie2o2 a0) 174,847 187,076 7.0 
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Table 4 
Budgetary balance and financial source/requirement 
March April to March 
2004 2005 2003-04 2004—05 
($ millions) 
Budgetary balance (deficit/surplus) -3,179 -9,455 8,798 9,766 
Non-budgetary transactions 
Capital investing activities -137 -861 -1,800 -2,263 
Other investing activities -4 -1,033 -2,483 -3,048 
Pension and other accounts 970 228 DA -3,228 


Other activities 
Accounts payable, receivables, accruals 


and allowances Sys DoU> -8,618 -3,324 
Foreign exchange activities 1793 1517 4,219 3,441 
Amortization of tangible capital assets 295 501 3,018 3.317 
Total other activities 5,440 T3323 -1,381 3,434 

Total non-budgetary transactions 6,269 5,657 -3,440 -5,105 
Net financial source/requirement 3,090 -3,798 Shelets: 4,661 
Table 5 
Financial source/requirement and net financing activities 

March April to March 
2004 2005 2003-04 2004-05 


($ millions) 
Net financial source/requirement 3,090 -3,798 Deere 4,661 


Net increase (+)/decrease (-) in financing activities 
Unmatured debt transactions 
Canadian currency borrowings 


Marketable bonds 1.921 1,348 -9,307 -12,288 
Treasury bills 6,700 11,500 8,800 13,800 
Canada Savings Bonds -15 -83 -1,680 -2,244 
Other -34 -6 57 -35 

Total B12 125759 -2,130 -767 
Foreign currency borrowings -564 822 -597 -4,254 
Total 8,008 13,531 =D 21 -5,021 
Obligations related to capital leases -30 66 -80 231 
Net change in financing activities 7,978 13,647 -2,807 -4,790 


Change in cash balance 11,068 9.849 Doe | -129 
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Table 6 
Condensed statement of assets and liabilities 
March 31, 2004 March 31, 2005 Change 
($ millions) 
Liabilities 
Accounts payable, accruals and allowances 79,964 75,909 -4,055 
Interest-bearing debt 
Unmatured debt 
Payable in Canadian dollars 
Marketable bonds 278,780 266,492 -12,288 
Treasury bills Pisses WETS 13,800 
Canada Savings Bonds 212330 19,086 -2,244 
Other 3,427 3,392 -35 
Subtotal 416,915 416,148 -767 
Payable in foreign currencies 20,542 16,288 -4,254 
Obligations related to capital leases 2,774 3,005 Zou 
Total unmatured debt 440,231 435,441 -4,790 
Pension and other accounts 
Public sector pensions 127,560 129,430 1,870 
Other employee and veteran future benefits 39,367 39,675 308 
Canada Pension Plan (net of securities) 7,483 2163 -4,720 
Other pension and other accounts 6,488 5,802 -686 
Total pension and other accounts 180,898 177,670 -3,228 
Total interest-bearing debt 621,129 Gis Wiel -8,018 
Total liabilities 701,093 689,020 -12,073 
Financial assets 
Cash and accounts receivable 70,922 70,062 -860 
Foreign exchange accounts 44,312 40,871 -3,44] 
Loans, investments and advances (net of allowances) 29,548 32,596 3,048 
Total financial assets 144,782 143,529 =1,253 
Net debt 556,501 545,491 -10,820 
Non-financial assets 54,817 25,703 -1,054 
Federal debt (accumulated deficit) 501,494 491,728 -9,766 
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Un déficit budgétaire de 9,5 milliards de dollars a été constaté en mars 2005, en hausse de 6,3 milliards par rappore"y 
au déficit de 3,2 milliards observé en mars 2004. Cette détérioration est surtout attribuable a des transferts de 

7,2 milliards de dollars se rapportant aux ententes fédérales-provinciales sur les soins de santé et sur la péréquation 

et la formule de financement des territoires (FFT). Les dispositions législatives autorisant ces transferts ont recu 

la sanction royale en mars. 


D’avril 2004 a mars 2005 


Lexcédent budgétaire estimatif pour la période d’avril 2004 a mars 2005 se chiffre a 9,8 milliards de dollars, en 
hausse de 1,0 milliard par rapport a celui enregistré durant la méme période de |’exercice précédent. 


Les charges de programmes ont augmenté de 13,7 milliards, ou 9,9 %, entre avril 2004 et mars 2005; cela s’explique 
surtout par la hausse des paiements de transfert, qui illustre les effets des ententes fédérales-provinciales-territoriales 
sur les soins de santé et sur la péréquation et la FFT, qui ont été comptabilisés en mars 2005. Les frais de la dette 
publique ont baissé de 1,5 milliard, ou 4,2 %, ce qui est attribuable a la baisse simultanée de l’encours de la dette 
portant intérét et du taux d’intérét effectif moyen applicable a cet encours. 


D’une année sur |’autre, les revenus budgétaires ont augmenté de 13,2 milliards de dollars, ou 7,2 %, au cours de 

la période d’avril 2004 a mars 2005 par rapport a la méme période en 2003-2004. Cette hausse est surtout attribuable 
a une forte augmentation des rentrées d’impot des sociétés. Laugmentation sous-jacente des revenus tirés de l’impdot 
des sociétés représente prés du double de la croissance estimée des bénéfices des sociétés pour 2004. Les rentrées 
d’imp6t des sociétés pour la période d’avril 2004 a mars 2005 dépassent d’environ 2 milliards le montant prévu au 
moment du budget. 


Il ne s’agit pas la des résultats définitifs pour l’ensemble de l’exercice. Les résultats mensuels d’avril 2004 

a mars 2005 ne tiennent pas compte des effets des nouvelles initiatives proposées dans le budget de 2005, 

qui totalisent 2,5 milliards de dollars. Ils n’indiquent pas non plus les habituels rajustements comptables 

de fin d’exercice, qui incluent les coats des éléments de passif engagés pendant l’exercice pour lesquels aucun 
paiement n’a été effectué en 2004-2005, ainsi que les rajustements finaux de l’impdt couru. Par conséquent, 

il est trop t6t pour déterminer si l’excédent budgétaire pour l’exercice 2004-2005 sera plus élevé que le montant 
de 3 milliards prévu dans le budget de 2005. 


Mars 2005 : résultats budgétaires ¢ Les revenus au titre de l’impdét des sociétés ont 
; es ‘ 

Un déficit budgétaire de 9,5 milliards de dollars a été MAUI Sand VEU ss OES OE asl ae 
constaté en mars 2005, en hausse par rapport au déficit d'une eubey sur | autre. Cette hausse est imputable 
de 3,2 milliards observé en mars 2004. aux paiements finaux d’impot pour l’exercice 2004 
Les revenus budgétaires ont totalisé 17,8 milliards de effectués par les sociétés du secteur manufacturier 
dollars, en hausse de 1,1 milliard, ou 6,5 %, par rapport AAI) 2005, SIL Onsen gions de 1,0 milhard par 
a mars 2004. Cette hausse s’explique par l’augmentation rapport a l’an dernier. Les acomptes mensuels des 
des rentrées au titre de l’impét sur le revenu des particuliers entreprises de ce secteur ont diminué pour les 
et de l’impot des sociétés, qui a été legerement compensée 11 premiers mois de 2004-2005, de sorte qu’a eux 
par la baisse des rentrées de TPS et des autres revenus. seuls, les paiements de reglement de mars expliquent 
* D’une année sur l’autre, les revenus tirés de l’impét entierement |’augmentation des revenus provenant 

sur le revenu des particuliers ont augmenté de de ce secteur pour tout l’exercice 2004-2005. 


1,2 milliard de dollars, ou 16,9 %, a cause de facteurs 
liés a la périodicité du traitement des retenues 
a la source. 
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* Les revenus au titre des taxes et des droits d’accise en 
mars 2005 ont diminué de 0,3 milliard de dollars par 
rapport a mars 2004, presque entiérement a cause du 
recul des rentrées de TPS. Comme on |’indiquait dans 
des numéros antérieurs de La revue financiere, 
on prévoyait une diminution des rentrées de TPS, 
car les rentrées nettes au deuxieme semestre avaient 
trés fortement progressé par rapport au montant des 
produits et services taxables, en raison de la faible 
augmentation des remboursements de TPS. Les 
revenus tirés des droits de douane a |’importation 
ont augmenté de 20 millions de dollars par rapport 
au méme mois I|’an dernier, tandis que ceux provenant 
des taxes et droits d’accise ainsi que du droit pour la 
sécurité des passagers du transport aérien ont diminué 
de 15 millions. 


¢ Les revenus provenant des cotisations d’assurance- 
emploi ont augmenté de 3,2 %, en raison de la 
progression de l’emploi ainsi que de la hausse des 
salaires, qui ont plus que compensé la baisse des taux 
de cotisation. 


* Les autres revenus, qui proviennent des sociétés 
d’Etat, de la vente de produits et services ainsi que 
des opérations de change, ont chuté de 72,4 %. Cela 
s’explique surtout par les pertes constatées lors de la 
réévaluation, en fin d’exercice, du portefeuille d’actifs 
libellés en dollars américains détenu par le gouvernement, 
en raison de l’appréciation du dollar canadien. 


Les charges de programmes en mars 2005 se sont 
chiffrées a 24,5 milliards de dollars, en hausse de 
7,6 milliards, ou 44,6 %, par rapport a mars 2004, 
surtout en raison de |’augmentation des paiements 
de transfert. 


Au total, les paiements de transfert ont bondi de 
7,5 milliards de dollars, ou 63,5 %, en mars 2005. 


* Les transferts aux particuliers, c’est-a-dire les 
prestations aux ainés et les prestations d’assurance- 
emploi, ont augmenté de 1,0 % d’une année sur 
autre. Les prestations aux ainés ont augmenté de 
88 millions de dollars en raison de la hausse 
simultanée du montant moyen des prestations et 
du nombre de personnes admissibles. Pour leur 
part, les prestations d’assurance-emploi ont diminué 
de 50 millions, du fait de la baisse des 
prestations réguliéres. 


* Les transferts aux autres administrations englobent les 
transferts fédéraux destinés a la santé et aux autres 
programmes sociaux (Transfert canadien en matiére 
de santé, Transfert canadien en matiére de 
programmes sociaux et Transfert visant la réforme 
des soins de santé), les transferts fiscaux ainsi que 
les paiements de remplacement pour les programmes 
permanents. Ils ont augmenté de 6,3 milliards de 


dollars, en raison des obligations liées aux nouvelles 
initiatives découlant des accords de 2004 des premiers 
ministres sur les soins de santé et sur la péréquation 
et la FFT. 


* Les subventions et autres transferts ont augmenté de 
1,2 milliard de dollars en raison de la hausse du 
soutien aux agriculteurs et de l’aide étrangere. Cette 
composante varie beaucoup d’un mois a I’autre, 
surtout en raison de la périodicité des versements. 


Les autres charges de programmes se composent 

des transferts aux sociétés d’Etat et des charges de 
fonctionnement des ministéres et organismes, dont la 
défense. D’une année sur |’autre, ces charges ont 
augmenté de 1,4 %, la hausse des transferts aux sociétés 
d’Etat et des charges des ministéres et organismes étant 
largement compensée par une baisse de celles lies 

a la défense. En effet, ces derniéres ont diminué de 

336 millions de dollars, ou 17,5 %, tandis que celles 
des autres ministeres et organismes augmentaient de 
325 millions, ou 11,4 %, et que les transferts aux sociétés 
d’Etat montaient de 82 millions, ou 21,0 %. Cette 
composante varie elle aussi beaucoup d’un mois a 
autre, en raison de la périodicité des paiements et 

de la mise en ceuvre de mesures prévues dans les 
budgets précédents. 


Les frais de la dette publique ont diminué de 7,2 %, ce 
qui est attribuable a la baisse simultanée de |’encours de 
la dette portant intérét et du taux d’intérét effectif moyen 
applicable a cet encours. 


D’avril 2004 a mars 2005 : 
résultats budgétaires 


Pour la période d’avril 2004 a mars 2005, on a dégagé un 
excédent budgetaire de 9,8 milliards de dollars, en hausse 
de 1,0 milliard par rapport a celui de 8,8 milliards 
enregistré durant la méme période en 2003-2004. 


Revenus et charges 
(d’avril 2004 a mars 2005) 


G$ 
Revenus 
Autres revenus 16,9 Charges 
: Cotisations igo 204 Subventions 
d’assurance-emploi ‘’ * et autres transferts 
Impdt des Frai | 
KS) 34,1. Frais de la 

societés dette publique 
Taxes et Transferts 

droits d’accise ‘2 mite aux autres 


administrations 


Transferts 
aux particuliers 


Impét sur le revenu 

des particuliers 
Autres charges 
de programmes 


196,8 187,1 
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Les revenus budgétaires ont augmenté de 13,2 milliards persistante des remboursements de TPS (qui n’ont 
de doilars, ou 7,2 %, et totalisent 196,8 milliards. Cette augmenté que de 3,0 %) par rapport aux rentrées 
hausse découle de la forte progression des revenus provenant brutes (qui se sont accrues de 6,8 %). En bout de 

de l’impot des sociétés et de la TPS, ainsi que du produit ligne, la hausse des remboursements devrait 

net de 2,6 milliards de la vente du reste des actions de concorder étroitement avec celle des rentrées brutes. 
Petro-Canada que détenait encore le gouvernement. Les rentrées nettes ont diminué en mars 2005, de 


sorte que les revenus nets tirés de la TPS sont plus 
conformes a la hausse de I’assiette fiscale 
correspondante. Les remboursements devraient , 
continuer d’augmenter par rapport aux rentrées brutes 
par le biais des rajustements en fin d’année selon la 


¢ Les revenus au titre de l’imp6t sur le revenu des 
particuliers ont augmenteé de 5,5 milliards de dollars, 
ou 6,6 %, en raison de la progression de l’emploi et 
des salaires pendant |’ exercice. 


* Les revenus tirés de l’impot des sociétés ont connu comptabilité d’exercice. Les droits de douane a 
une hausse de 2,9 milliards de dollars, ou 10,6 %. l’importation ont augmenteé de 0,1 milliard au cours 
Deux facteurs ont eu pour effet de limiter la hausse de la période, tandis que les revenus tirés des taxes et 
de ces revenus d’une année sur |’autre : la prise en droits d’accise ainsi que du droit pour la sécurité des 
compte, dans les résultats de 2003-2004, des gains passagers du transport aérien ont diminué au total 
exceptionnels enregistrés par le secteur financier a la de 0,1 milliard. 
suite de la réévaluation de passifs libellés en dollars * Les revenus provenant des cotisations d’assurance- 
américains en 2003, ainsi que la baisse de 2 points de emploi ont diminué de 0,3 milliard de dollars, ou 
pourcentage du taux general de |’impot des sociétes 1,4 %, en raison de la réduction des taux de cotisation 
en 2004. Si l’on fait abstraction de ces deux facteurs, (le taux de cotisation applicable aux employés, qui 
les revenus tirés de l’impot des sociétés ont augmenteé était de 2,10 $ par tranche de 100 $ de gains 
de quelque 29 % depuis le début de l’exercice, ce qui assurables en 2003, a été ramené a 1,98 $ en 2004 
est supérieur a la croissance estimée de 17,7 % des et a 1,95 $ en 2005), qui a plus que compensé les 
bénéfices des sociétés en 2004. Le budget de 2005 effets de la progression de |’emploi et des salaires. 


prévoyait une augmentation sous-jacente des rentrées 
nettes d’impot des sociétés de plus de 20 %, soit un 
peu plus que la croissance estimée des bénéfices des 
sociétés, qui était de 17,7 %. 


¢ Les autres revenus ont augmente de 1,3 milliard de 
dollars, ou 10,8 %, par suite de la vente du reste des 
actions de Petro-Canada que détenait encore le 
gouvernement. Les autres composantes de cette 


¢ Les revenus au titre des taxes et des droits d’accise catégorie (notamment les gains nets du Compte du 
ont augmenté de 3,1 milliards de dollars, ou 7,6 %. fonds des changes ainsi que les intéréts et les gains 
La quasi-totalité de cette hausse est attribuable a la nets des sociétés d’Etat entreprises) ont diminué par 
croissance des revenus tirés de la TPS, qui ont rapport a l’exercice précédent, ce qui s’explique par 
augmenté de 3,1 milliards, ou 10,9 %, par rapport a l’appréciation du dollar canadien et par la baisse des 
l’exercice précédent. La forte poussée des rentrées de taux d’intérét. 


TPS d’avril a mars met en évidence la faiblesse 


Solde budgétaire ee oe : 
Dette fédérale (déficit accumulé) 
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D’une année sur |’autre, les charges de programmes 
engagées d’avril 2004 4 mars 2005 ont augmenté de 

9,9 % pour atteindre 153,0 milliards de dollars. Cela 
s’explique surtout par la hausse des transferts en vertu 
des accords sur les soins de santé et sur la péréquation 

et la FFT conclus par les premiers ministres en 2004. Les 
frais de la dette publique ont été inférieurs de 1,5 milliard 
a ceux de la période correspondante de 2003-2004, en 
raison de la diminution simultanée de l’encours de la 
dette portant intérét et du taux d’intérét effectif moyen 
applicable a cet encours. 


Les paiements de transfert, qui représentent les deux tiers 
environ des charges de programmes, ont augmenté de 
10,6 milliards de dollars, ou 11,7 %. 


¢ Les transferts aux particuliers ont progressé de 
0,6 milliard de dollars, ou 1,5 %. Les prestations aux 
ainés ont augmenteé de 3,7 %, tandis que les 
prestations d’assurance-emploi ont fléchi de 2,3 %. 
La baisse du montant total des prestations 
d’assurance-emploi versées est attribuable a la 
diminution des prestations réguliéres, qui correspond 
a l’amélioration du marché de |’emploi. 


¢ Les transferts aux autres administrations ont connu 
une hausse de 8,2 milliards de dollars, ou 27,6 %, 
en raison de la majoration des transferts pour la santé 
et les autres programmes sociaux, aux termes des 
accords conclus par les premiers ministres en 2004 
sur les soins de santé et sur la péréquation et la FFT. 


* Les subventions et autres transferts ont progressé 
de 1,7 milliard de dollars, ou 9,2 %, surtout a cause 
de |’effet de mesures annoncées dans le cadre de 
budgets antérieurs. 


Les autres charges de programmes ont augmenté de 

3,2 milliards de dollars, ou 6,5 %. La baisse des charges 
liées aux sociétés d’Etat a été plus que compensée par 

la hausse des charges liées a la défense et aux autres 
ministeres et organismes. Les charges de la défense ont 
augmente de 0,7 milliard, ou 5,6 %; pour leur part, les 
charges des autres ministéres et organismes ont progressé 
de 2,5 milliards, ou 8,1 %. 


Ressources financiéres de 8,5 milliards 
de dollars d’avril 2004 a mars 2005 


Le solde budgétaire est présenté selon la comptabilité 
d’exercice intégrale, les passifs et les actifs du gouvernement 
Ctant constatés au moment ou ils sont engagés ou acquis, 
peu importe le moment ou surviennent les sorties ou 
rentrées de fonds correspondantes. En revanche, les 
ressources ou besoins financiers représentent |’ écart 
entre les encaissements et les décaissements de |’ Etat. 


Cette mesure tient compte non seulement des variations 
du solde budgétaire, mais aussi des ressources ou besoins 
en espéces découlant des placements de |’ Etat (par voie 
d’acquisitions d’immobilisations, de préts, de placements 
et d’avances), des comptes de pension et autres comptes, 
ainsi que ses autres activités, en particulier le paiement 
des comptes créditeurs, la perception des comptes 
débiteurs, les opérations de change et |’amortissement 
des immobilisations corporelles. La difference entre le 
solde budgétaire et les ressources ou besoins financiers 
est constatée dans les opérations non budgétaires. 


Les operations non budgétaires se sont soldées par des 
besoins nets de 5,1 milliards de dollars d’avril 2004 a 
mars 2005, en hausse de 1,7 milliard par rapport aux 
besoins de 3,4 milliards pour la méme période en 
2003-2004. Cette augmentation est surtout attribuable 
au transfert des actifs du Régime de pensions du Canada 
détenus par le gouvernement a |’Office d’investissement 
du régime de pensions du Canada. 


Etant donné un excédent budgétaire de 9,8 milliards de 
dollars et des besoins nets de 5,1 milliards au titre des 
opérations non budgétaires, des ressources financieres 
de 4,7 milliards ont été dégagées pour la période 
d’avril 2004 a mars 2005, comparativement a des 
ressources de 5,4 milliards durant la méme période 

de l’exercice précédent. 


Activités nettes de financement en baisse 
de 4,8 milliards de dollars 


Le gouvernement a utilisé ces ressources financiéres de 
4,7 milliards de dollars ainsi que la baisse de 0,1 milliard 
de ses soldes de trésorerie pour réduire de 4,8 milliards 
sa dette contractée sur les marchés, principalement en 
réduisant ses portefeuilles d’emprunts en devises. Le 
niveau mensuel des soldes de trésorerie varie en fonction 
de différents facteurs, notamment I’échéance périodique 
d’émissions de titres d’emprunt de grande valeur, qui 
peuvent fluctuer beaucoup d’un mois a I’ autre. 

Les soldes de trésorerie a la fin de mars 2005 s’élevaient 
a 17,1 milliards de dollars. 
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Tableau | 


Etat sommaire des opérations 


Mars D’avril a mars 
2004 2005 2003-2004 2004-2005 
Opérations budgétaires 
Revenus 16 693 PTS 183 645 196 842 
Charges 
Charges de programmes -16 976 -24 545 -139 214 -152 954 
Frais de la dette publique -2 896 -2 687 -35 633 -34 122 
Solde budgétaire (déficit ou excédent) -3 179 -9 455 8 798 9 766 
Opérations non budgétaires 6 269 5,05, -3 440 -5 105 
Ressources ou besoins financiers 3 090 -3 798 5 358 4 661 
Variation nette dans les activités de financement 7978 13 647 -2 807 -4 790 
Variation nette dans I’encaisse 11 068 9 849 2051 -129 
Encaisse a la fin de la période 17 250 IF 122 
Nota — Les chiffres positifs indiquent des ressources nettes et les chiffres négatifs, des besoins nets. 
Tableau 2 
Revenus budgétaires 
Mars D’avril a mars 
2004 2005 Variation 2003-2004 2004-2005 Variation 
(MS) (%) (MS) (%) 
Revenus fiscaux 
Imp6ots sur le revenu 
Impot sur le revenu des particuliers 7 026 eA 16,9 83 187 88 686 6,6 
Impot sur le revenu des sociétés 3.415 4 238 24,1 27 000 29 872 10,6 
Autres impots sur le revenu 195 316 62,1 2912 3 567 22,5 
Total des impots sur le revenu 10 636 Le OF 20,0 113 099 1220125 8,0 
Taxes et droits d’accise 
Taxe sur les produits et services 2218 1939 -14,9 28 104 31 161 10,9 
Droits de douane a l’importation 229 249 8,7 2 892 3 034 4,9 
Taxes de vente et d’accise 731 728 -0,4 9 660 9 606 -0,6 
Droit pour la sécurité 
des passagers du transport aérien 45 33 -26,7 414 389 -6,0 
Total des taxes et droits d’accise 3283 2 949 -10,2 41 070 44 190 7,6 
Total des revenus fiscaux 13 919 15 716 12,9 154 169 166 315 7,9 
Cotisations d’assurance-emploi 73 1 768 Sy 17 419 17 169 -1,4 
Autres revenus 1 061 293 -72,4 [27037 13 358 10,8 
Total des revenus budgétaires 16 693 eTT7 6,5 183 645 196 842 Ven: 
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Tableau 3 
Charges budgétaires 


Mars D’avril a mars 
2004 2005 Variation 2003-2004 2004-2005 Variation 
(M$) (%) (M$) (%) 
Paiements de transfert 
Particuliers 
Prestations aux ainés Oa 2305 3,9 26 939 27 926 ae), 
Prestations d’assurance-emploi iV ahs: 1328 -3,6 15 076 14 734 -2,3 
Total 3 655 3 693 1.0 42 015 42 660 lies 
Autres administrations 
Aide au titre de la santé et d’ autres 
programmes sociaux 
Transfert canadien en matiéere de santé 6 804 18 400 
Transfert canadien en matiere 
de programmes sociaux PA 7 900 
Transfert visant la réforme 
des soins de santé 83 125 50,6 1 000 1 500 50,0 
Transfert canadien en matiere de 
santé et de programmes sociaux 3 608 3) 21 300 at 
Transferts fiscaux 550 2 882 424.0 10 081 12 902 28,0 
Paiements de remplacement 
pour les programmes permanents -285 -333 16,8 -2 615 -2 746 5,0 
Total 3 956 10 236 15Sa7 29 766 37 987 27,6 
Subventions et autres transferts 
Agriculture 1235 1 748 41,5 2398 2 574 OF 
Affaires étrangeres 674 L182 75,4 Pcie) 3 391 34,6 
Santé 508 246 -51,6 2 059 1 864 -9,5 
Développement des ressources humaines 169 49 -71,0 1 614 1 203 -25,5 
Affaires indiennes et du Nord 481 452 -6,0 4 268 4 354 2.0 
Industrie et développement régional 288 207 -28, 1 1 809 1 681 -7,1 
Autres 846 1 497 710 3 818 5 080 S55 
Total 4 201 5381 28,1 18 445 20 147 9,2 
Total des paiements de transfert 11 812 19 310 65.5 90 226 100 794 Leg 
Autres charges de programmes 
Sociétés d’Etat 
Société Radio-Canada 20 0 -100,0 1,074 1,045 moe Ji 
Société canadienne d’hypothéques 
et de logement 205 190 -7,3 2,065 2,045 -1,0 
Autres 166 283 70,5 PENDS 2a -0,6 
Total 391 473 21,0 5,264 5,203 -1,2 
Défense 1919 1 583 -17,5 12,274 12,962 5,6 
Tous les autres ministéres et organismes 2 854 Slee!) 11,4 31,450 33,995 8,1 
Total des autres charges 
de programmes 5 164 55235 1,4 48 988 52 160 6,5 
Total des charges de programmes 16976, 24545 44.6 139 214 152 954 O 
Frais de la dette publique 2 896 2 687 -7,2 35 633 34) 122 -4,2 
Total des charges budgétaires 1D 8 eee 2D aid) 174 847 187 076 7,0 
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Tableau 4 
Solde budgétaire et ressources ou besoins financiers 
Mars D’avril a mars 
2004 2005 2003-2004 2004-2005 
(M$) 
Solde budgétaire (déficit ou excédent) -3. 179 -9 455 8 798 9 766 
Opérations non budgétaires 
Activités d’investissement en immobilisations -137 -861 -1 800 -2 263 
Autres activités d’investissement -4 -1 033 -2 483 -3 048 
Comptes de pension et autres comptes 970 228 2 224 -3 228 
Autres activités 
Créditeurs, débiteurs, charges a payer et provisions 3352 573.05 -8 618 -3 324 
Opérations de change 793 isa) 4219 3 441 
Amortissement des immobilisations corporelles 295 501 3 018 Sic oulid) 
Total des autres activités 5 440 W323 -1 381 3 434 
Total des opérations non budgétaires 6 269 5091 -3 440 -5 105 
Ressources ou besoins financiers nets 3 090 -3 798 peeks: 4 661 
Tableau 5 
Ressources ou besoins financiers et activités nettes de financement 
Mars D’avril a mars 
2004 2005 2003-2004 2004-2005 
(MS) 
Ressources ou besoins financiers nets 3 090 -3 798 51358 4 661 
Augmentation ou diminution nette 
dans les activités de financement 
Opérations de la dette non échue 
Emprunts en dollars canadiens 
Obligations négociables 1921 1 348 -9 307 -12 288 
Bons du Trésor 6 700 11 500 8 800 13 800 
Obligations d’épargne du Canada -15 -83 -1 680 -2 244 
Autres -34 -6 Sil -35 
Total Roe 12,759 -2 130 -767 
Emprunts en devises -564 822 -597 -4 254 
Total 8 008 13°581 PRIS -5 021 
Obligations découlant de contrats 
de location-acquisition -30 66 -80 231 
Variation nette dans les activités de financement 7 978 13 647 -2 807 -4 790 


Variation dans l’encaisse 11 068 9 849 2 S| -129 
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Tableau 6 
Etat condensé de l’actif et du passif 
31 mars 2004 31 mars 2005 Variation 
(M$) 
Passif 
Créditeurs, charges a payer et provisions 79 964 75 909 -4 055 
Dette portant intérét 
Dette non échue 
Payable en dollars canadiens 
Obligations négociables 278 780 266 492 -12 288 
Bons du Trésor I) Sia Rss Laas 13 800 
Obligations d’épargne du Canada 21 330 19 086 -2 244 
Autres 3 427 3302 -35 
Total partiel 416 915 416 148 -767 
Payable en devises 20 542 16 288 -4 254 
Obligations découlant de contrats 
de location-acquisition 2 774 3 005 Pip) 
Total de la dette non échue 440 231 435 441 -4 790 
Comptes de pension et autres comptes 
Régimes de retraite du secteur public 127 560 129 430 1 870 
Autres avantages futurs des employés 
et anciens combattants Bh) toy 39 675 308 
Régime de pensions du Canada 
(net des titres détenus) 7 483 2163 -4 720 
Autres comptes de pension et autres comptes 6 488 5 802 -686 
Total des comptes de pension et autres comptes 180 898 177 670 -3 228 
Total de la dette portant intérét 6218129 613TH -8 O18 
Total du passif TONEODS: 689 020 -12 073 
Actifs financiers 
Encaisse et débiteurs 70922 70 062 -860 
Comptes d’opérations de change 44 312 40 871 -3 441 
Préts, placements et avances 
(nets des provisions) 29 548 32 596 3 048 
Total des actifs financiers 144 782 143 529 -1 253 
Dette nette O61 545 491 -10 820 
Actifs non financiers 54 817 3063 -1 054 
Dette fédérale (déficit accumulé) 501 494 491 728 -9 766 
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Highlights 


April 2005: budgetary surplus of $2.2 billion 


There was a budgetary surplus of $2.2 billion in April 2005, up from a surplus of $0.8 billion recorded 

in April 2004. The year-over-year improvement in the budgetary balance is attributable to higher budgetary 
revenues, up $2.3 billion, or 14.9 per cent, primarily reflecting strong advances in personal and corporate 
income tax revenues. Public debt charges were marginally lower while program expenses increased by 
$1.0 billion, or 8.6 per cent, primarily reflecting the impact of previous budget measures. 


May 2005: budgetary surplus of $0.9 billion 


There was a budgetary surplus of $0.9 billion in May 2005, down from the $1.0-billion surplus recorded 
in May 2004. On a year-over-year basis, budgetary revenues were up $1.1 billion, while program expenses 
were up $1.3 billion. Public debt charges declined $0.1 billion to $2.9 billion. 


April and May 2005: budgetary surplus of $3.1 billion 


For the first two months of the 2005—06 fiscal year (April and May), the budgetary surplus is estimated 

at $3.1 billion, up $1.3 billion from the surplus of $1.8 billion recorded in the same period of 2004—0S5. 
Budgetary revenues were up $3.4 billion, or 11.2 per cent, largely due to the strength of personal and 
corporate income tax receipts. Program expenses were up $2.3 billion, or 10.0 per cent, primarily reflecting 
the impact of previous budget measures affecting transfers to the provinces and territories. Public debt 
charges were down $0.2 billion to $5.7 billion. 


April and May 2005 budgetary results * Corporate income tax revenues were up 


Through the first two months of the 2005-06 fiscal $1.3 billion. The monthly results through May 


year, there was a budgetary surplus of $3.1 billion, in large a reflect remittance procedures, 
up $1.3 billion from the $1.8-billion surplus under which corporations are required to remit 


reported during the same period of 2004-05. monthly instalments through the year based on 
their previous year’s actual tax liabilities or 


On a year-over-year basis, budgetary revenues their current year’s estimated liabilities. Any 

increased $3.4 billion, or 11.2 per cent, to total underpayment of a corporation’s current-year tax 

$33.8 billion. This increase primarily reflects liability is made within 60 days of the close 

strong gains in personal and corporate income of its taxation year by means of a year-end 

tax revenues. settlement payment. Given that settlement 

¢ Personal income tax revenues increased payments were up during the last three months 
$1.1 billion, or 7.7 per cent, through April and of 2004—05 (the year-end settlement period for 
May, reflecting strong source deductions, those corporations with a December 31, 2004, 
consistent with the increase in employment taxation year), monthly corporate remittances 
and wages and salaries over this period. during the April to December period of 2004—05 
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were understated. As a result, the growth rate 

of corporate remittances in April and May 2005, 
which now reflect the higher 2004 tax year 
liability, is higher than it would have been 

if monthly remittances last year had been 
consistent with the tax liability for the year as 

a whole. Thus the increase in corporate tax 
receipts in April and May over the same period 
last year overstates the underlying growth in 
corporate income tax revenues. 


* Excise taxes and duties increased $0.9 billion, 
or 12.6 per cent. Goods and services tax 
revenues rose $0.7 billion, or 13.5 per cent. 
Customs import duties and sales and excise 
taxes were each up $0.1 billion, while the 
Air Travellers Security Charge fell $3 million. 


¢ Employment insurance (EI) premiums rose 
2.8 per cent, as gains in employment and 
wages and salaries more than offset the impact 
of the decline in the premium rate from 
$1.98 per $100 of insurable earnings in 2004 
(employee rate) to $1.95 in 2005. 


¢ Other revenues increased $0.1 billion, or 
4.6 per cent. This category tends to be volatile 
on a monthly basis. 


On a year-over-year basis, program expenses 

in April and May were up $2.3 billion, or 

10.0 per cent, to $25.0 billion. This increase is 
mainly due to increased transfers under the 2004 
First Ministers’ agreements on health care and 
equalization/Territorial Formula Financing (TFF). 


Transfer payments increased by $2.0 billion, or 
[3:6sper cent. 


* Transfers to persons advanced by $155 million, 
or 2.2 per cent. Elderly benefits were up 
5.1 per cent while EI benefits were down 
2.9 per cent. The decrease in EI benefits reflects 
a decline in regular benefits, which is in line 
with the improvement in the labour market. 


¢ Transfers to other levels of government were 
up $1.1 billion, or 22.3 per cent, reflecting 
higher transfers in support of health and other 
social programs and higher fiscal transfers, 
resulting from the 2004 First Ministers’ 
agreements on health care and equalization/TFF. 


¢ Subsidies and other transfers increased 
by $719 million, or 28.3 per cent, primarily 
reflecting the timing of payments and the impact 
of previous budget measures. This component 
is volatile on a monthly basis. 


Other program expenses increased by 

$261 million, or 3.3 per cent, as lower expenses 
related to Crown corporations and defence were 
more than offset by higher expenses related to 
other departments and agencies. Defence expenses 
were down $85 million, or 4.9 per cent, while 
program expenses for all other departments and 
agencies were up $351 million, or 6.8 per cent. 
Transfers to Crown corporations fell slightly 

by $5 million, or 0.5 per cent. 


Public debt charges were $153 million lower, 
primarily reflecting the impact of a decline in 
the stock of interest-bearing debt. 


Revenues and expenses 
(April-May 2005) 
$ billions 

Revenues 
Other revenues 2.6 
Subsidies and 
other transfers 


Public 
debt charges 


El premiums 


Corporate 
income taxes 


Excise taxes 
and duties 


Transfers to other 
levels of gov’t 


Transfers to 
persons 


Personal 
income taxes 
Other program 
expenses 


The Fiscal Monitor 


Table 3 
Budgetary expenses 


April May April and May 
2004 2005 2004 2005 2004-05 2005-06 
($ millions) 


Transfer payments 
Transfers to persons 


Elderly benefits 2,281 2,402 2,286 2,396 4,567 4,798 
Employment insurance benefits 1,390 1,160 1,213 1,366 2,602 2.526 
Total 3,671 3,562 3,499 3,762 7,169 7,324 
Transfers to other levels of government 
Support for health and 
other social programs 
Canada Health Transfer 1,054 1,584 1,054 1,583 2,108 a Or 
Canada Social Transfer 652 686 652 685 1,304 e/a 
Health Reform Transfer 125 0 125 0 250 0 
Canada Health and Social Transfer 8 0 8 0 16 0 
Fiscal transfers 815 949 1,087 13228 1,902 2AGS 
Alternative Payments for 
Standing Programs -253 -254 -253 -254 -506 -508 
Total 2,401 2,965 2.673 3,242 5,074 6,208 
Subsidies and other transfers 
Agriculture V2 70 47 275 359 345 
Foreign Affairs 171 267 164 126 365) B93 
Health 128 103 159 171 286 274 
Human Resources Development 148 1S ilove) 100 303 21D 
Indian and Northern Development 630 674 299 296 929 970 
Industry and Regional Development 116 119 108 88 PPE) 207 
Other 216 490 191 369 407 859 
Total 1,421 1,838 | 1,123 1,425 2,544 B63 
Total transfer payments 7,493 8,365 1295 8,429 14,787 16,795 


Other program expenses 
Crown corporation expenses 


Canadian Broadcasting Corporation 212 205 87 75 299 280 
Canada Mortgage and 
Housing Corporation 144 149 216 ZA 360 368 
Other 285 214 108 185 392 398 
Total 641 568 411 479 1,051 1,046 
Defence 709 809 1,031 847 1,741 1,656 
All other departments and agencies 2,664 DSS 216 pa 5,181 Sy 
Total other program expenses 4,014 4,132 3,958 4,103 TSR 8,234 
Total program expenses Jeileet OF 12,497 PIE253 125532 22,760 25,029 
Public debt charges 2,856 2,778 2,968 2,893 5,824 5,671 
Total budgetary expenses 14,363 eS 14,221 15,425 28,584 30,700 


Note: Totals may not sum due to rounding. 
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Table | 


Summary statement of transactions 


April 
2004 2005 


May 


2004 


2005 


April and May 


2004-05 2005-06 


Budgetary transactions 
Revenues 


Expenses 
Program expenses 
Public debt charges 


Budgetary balance (deficit/surplus) 
Non-budgetary transactions 
Financial source/requirement 
Net change in financing activities 
Net change in cash balances 


Cash balance at end of period 


($ millions) 


15,178 17,447 Soin 16,359 
-11,507. —--12,497 125350 elo S20 
-2,856 NITE -2,968 -2,893 
815 aD 990 934 
-4,882 -7,264 385 12 
-4,067 -5,092 1,375 3,246 
-7,914 -8,099 9,028 3,703 
198i) 9213091 10,403 6,949 


30,388 33,806 


-22,760  -25,029 


-5,824 -5,671 
1,804 3,106 
-4,497 -4,952 
-2,693 -1,846 
1,114 -4,396 
-1,579 -6,242 


15,747 10,878 


Note: Positive numbers indicate net source of funds. Negative numbers indicate net requirement for funds. 


Table 2 
Budgetary revenues 


Tax revenues 
Income taxes 
Personal income tax 
Corporate income tax 
Other income tax revenue 


Total income tax 


Excise taxes and duties 
Goods and services tax 
Customs import duties 
Sales and excise taxes 
Air Travellers Security Charge 


Total excise taxes and duties 

Total tax revenues 
Employment insurance premiums 
Other revenues 


Total budgetary revenues 


April May April and May 

2004 2005 2004 2005 2004-05 2005-06 
($ millions) 

6,992 7,986 6,925 7,007 13,916 14,993 
1,481 2,404 2,095 2,440 Be5i] 4,844 
247 234 321 340 568 574 
8,720 10,624 9,341 9,787 18,061 20,411 
2,788 2919 D332 2,093 5,120 5,812 
235 242 22), 293 462 514 
758 749 652 807 1,410 es 7) 
38 33 27 29 65 62 
3,819 3,943 3,238 4,002 057 7,945 
12,539 14,567 12,579 13,789 25,118 28,356 
1,697 1,754 1,671 1,707 3,368 3,461 
942 1,126 961 863 1,902 1,989 
15-178 17,447 IS.2001 16,359 30,388 33,806 


Note: Totals may not sum due to rounding. 
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Financial requirement of $1.8 billion 
for April and May 2005 


The budgetary balance is presented on a full 
accrual basis of accounting, recording government 
assets and liabilities when they are receivable or 
incurred, regardless of when the cash is received or 
paid. In contrast, the financial source/requirement 
measures the difference between cash coming in to 
the Government and cash going out. This measure 
is affected not only by changes in the budgetary 
balance but also by the cash source/requirement 
resulting from the Government’s investing 
activities (through its acquisition of capital assets 
and its loans, financial investments and advances), 
pensions and other accounts, as well as other 
activities, including payment of accounts payable 
and collection of accounts receivable, foreign 
exchange activities, and the amortization of its 
tangible capital assets. The difference between 

the budgetary balance and financial 
source/requirement is recorded in non-budgetary 
transactions. 


Budgetary balance 

$ billions % of GDP 
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Sources: Department of Finance and Statistics Canada. 


Non-budgetary transactions resulted in a net 
requirement of $5.0 billion in April and May 2005S, 
an increase of $0.5 billion from the requirement 
of $4.5 billion in the same period of 2004-05. 
Traditionally, there are large requirements in the 
first half of the fiscal year, reflecting the payment 
of personal income tax refunds and certain 
liabilities, which were recognized in previous 
years’ budgetary results. 


With a budgetary surplus of $3.1 billion and a net 
requirement of $5.0 billion from non-budgetary 
transactions, there was a financial requirement of 
$1.8 billion in the first two months of 2005—06, 
compared to a requirement of $2.7 billion in the 
same period of 2004-05. 


Net financing activities down $4.4 billion 


The Government reduced its net financing 
activities by $4.4 billion in April and May 2005 
through a reduction of its cash balances. The 
monthly level of cash balances varies as a result of 
a number of factors including periodic large debt 
maturities, which can be quite volatile on a 
monthly basis. Cash balances at the end of May 
stood at $10.9 billion. 


Federal debt (accumulated deficit) 
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Table 4 
Budgetary balance and financial source/requirement 
April May April and May 
2004 2005 2004 2005 2004-05 2005-06 
($ millions) 
Budgetary balance (deficit/surplus) 815 2,1 /2 990 934 1,804 3,106 
Non-budgetary transactions 
Capital investing activities 144 108 -359 8 -215 116 
Other investing activities Mg -463 -65 -15 iz -479 
Pension and other accounts -550 -568 884 -253 334 -821 
Other activities 
Accounts payable, receivables, accruals 
and allowances Spe -7,476 782 2,435 -4,755 -5,040 
Foreign exchange activities 611 878 -1,106 -105 -495 ie 
Amortization of tangible capital assets pal) 251 249 242 522 499 
Total other activities -4,653 -6,341 -75 Hoppe -4,728 -3,768 
Total non-budgetary transactions -4,882 -7,264 385 ZO -4,497 -4,952 
Net financial source/requirement -4,067 -5,092 RS 9s) 3,246 -2,693 -1,846 
Note: Totals may not sum due to rounding. 
Table 5 
Financial source/requirement and net financing activities 
April May April and May 
2004 2005 2004 2005 2004-05 2005-06 
($ millions) 
Net financial source/requirement -4,067 -5,092 1e5 45 3,246 -2,693 -1,846 
Net increase (+)/decrease (-) 1n 
financing activities 
Unmatured debt transactions 
Canadian currency borrowings 
Marketable bonds -2,818 -1,109 4,974 PIT) 256 1,667 
Treasury bills -3,800 -5,700 3,800 1,200 0 -4,500 
Canada Savings Bonds -9 -61 -38 -78 -47 -139 
Other -25 0 17 0 -8 0 
Total 4 -6,652 -6,870 8,753 3,898 ZAOT -2,972 
Foreign currency borrowings -1,249 -1,229 DAES) -195 -974 -1,424 
Total -7,901 -8,099 9,028 3703 neg, -4,396 
Obligations related to capital leases -13 0 0 0 -13 0 
Net change in financing activities -7,914 -8,099 9,028 3,703 1,114 -4,396 
Change in cash balance -11,981 = -13,191 10,403 6,949 =a19 -6,242 


Note: Totals may not sum due to rounding. 


For additional copies or subscription inquiries, please contact the Distribution Centre at (613) 995-2855. 
For other inquiries about this publication, contact Paul Rochon at (613) 996-9447. 
Also available on the Internet (including advance tentative release dates) at www.fin.gc.ca. 
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Highlights 


June 2005: budgetary surplus of $1.7 billion 


There was a budgetary surplus of $1.7 billion in June 2005, $0.6 billion higher than the surplus of 

$1.1 billion reported in June 2004. This year-over-year improvement is attributable to higher revenues, 
up $1.9 billion, or 12.7 per cent, reflecting both increases in the applicable tax bases and timing factors, 
which will likely unwind over the course of the fiscal year. These timing factors relate to differences 

in the timing of personal income tax receipts between the 2004—05 and 2005-06 fiscal years and 
unusually low corporate income tax receipts in early 2004—05. Dampening the impact of this increase 
on the budgetary balance were higher program expenses, up $1.3 billion, or 11.5 per cent, primarily 
reflecting higher transfers to the provinces and territories as specified under the 2004 agreements 

on health care and equalization/Territorial Formula Financing (TFF). Public debt charges 

increased marginally. 


April to June 2005: budgetary surplus of $4.8 billion 


For the first three months of the 2005—06 fiscal year (April to June), the budgetary surplus is estimated 
at $4.8 billion, up $1.9 billion from the surplus of $2.9 billion reported in the same period last year. 
Budgetary revenues were up $5.4 billion, or 11.8 per cent, with gains reported in all major components. 
As discussed above, some of this increase is attributable to timing factors, which should unwind over 
the course of the year. Program expenses were up $3.6 billion, or 10.6 per cent, primarily due to higher 
transfers to the provinces and territories for health care and equalization/TFEF. Public debt charges were 
marginally lower. 


June 2005: budgetary results 


The June 2005 budgetary surplus of $1.7 billion ¢ Personal income tax revenues were up 
was $0.6 billion higher than that reported in $0.8 billion, or 12.0 per cent, primarily due 
June 2004. to strong gains in source deductions. This is 


substantially stronger than the estimated gain 
in wages and salaries of between 2% and 

3 per cent, which indicates that some of the 
year-over-year increase in personal income 


taxes likely reflects the timing of receipts 
corporate income tax revenues, attributable to between the 2004_05 and 2005206’ fecal 
both strong growth in the applicable tax bases 


and timing factors, which should unwind over 
the course of the fiscal year. 


On a year-over-year basis, budgetary revenues, 
at $17.1 billion, were up $1.9 billion, or 

12.7 per cent. This increase primarily reflects 
strong year-over-year gains in personal and 


years. This should be corrected over the next 
couple of months. 


ad | 
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* Corporate income tax revenues increased by 


$0.7 billion, or 33.5 per cent, more than 
double the increase in corporate profits. This 
difference can be explained by the remittance 
procedures under which corporations are 
required to remit monthly instalments. 
Corporations make monthly instalments based 
on either their previous year’s actual tax 
liability or their current year’s estimated 
liability, with any differences made up within 
60 days of the close of their taxation year. 
During 2004—05, most corporations based 
their instalments on their 2003 tax liabilities. 
However, profits increased by nearly 

20 per cent in 2004, resulting in large 
settlement payments in the final quarter of 
2004-05. With monthly instalments now 
based on their 2004 tax liabilities, the year- 
over-year growth overstates the underlying 
growth in corporate income tax revenues. 
This will be corrected when the settlement 
payments are received at the end of the 

fiscal year. 


Excise taxes and duties increased 

$246 million, or 7.5 per cent. Goods and 
services tax (GST) revenues were up by 

$218 million, or 10.1 per cent, reflecting 
strong growth in GST on imports. Customs 
import duties were up strongly, while sales 
and excise taxes were lower. Revenues from 
the Air Travellers Security Charge were lower, 
reflecting the reductions announced in the 
2005 budget. 


Employment insurance (EI) premiums were 
up slightly, as the reduction in premium rates 
(the employee rate for 2005 is $1.95 per $100 
of insurable earnings compared to $1.98 in 
2004) was more than offset by the increase in 
employment and thus the number of people 
paying premiums. 


Other revenues, consisting of revenues from 
Crown corporations, sales of goods and 
services and foreign exchange revenues, were 
up marginally. 


On a year-over-year basis, program expenses in 
June 2005 were $12.5 billion, up $1.3 billion or 
11.5 per cent from June 2004, primarily due to 
higher transfer payments resulting from the 2004 
First Ministers’ agreements on health care and 
equalization/TFF. 


Transfer payments were up $1.0 billion, or 
P32? per cent: 


¢ Major transfers to persons, consisting of 
elderly and EI benefits, were up $99 million, 
or 3.0 per cent, on a year-over-year basis. 
Elderly benefits increased 5.1 per cent due 
to both higher average benefits, which have 
risen because of higher inflation in early 
2005, and an increase in the number of 
individuals eligible for benefits. EI benefit 
payments declined 1.8 per cent primarily due 
to a decline in regular benefits, reflecting the 
improvement in the labour market situation. 


¢ Major transfers to other levels of government, 
consisting of the federal transfers in support 
of health and other social programs (Canada 
Health Transfer and Canada Social Transfer), 
fiscal transfers and Alternative Payments for 
Standing Programs, were up $0.8 billion, or 
31.7 per cent. The increase in federal transfers 
in support of health and other social programs 


Revenues and expenses 
(April-June 2005) 


$ billions 


Revenues 


Other revenues 3.9 


g Subsidies and 
El premiums — 5.1 other transfers 

Corporate F 
income taxes acing 


debt charges 


Excise taxes 


and duties Transfers to other 


levels of gov’t 
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reflects increased funding under the 2004 
agreement on health care. Fiscal transfers 
consist of equalization, payments to the 
territorial governments, statutory subsidies 
and recoveries under the Youth Allowances 
Recovery Program. In aggregate, on a year- 
over-year basis, these transfers increased by 
39.7 per cent, reflecting the new framework 
for equalization and TFF announced in 
October 2004. 


¢ Subsidies and other transfers increased by 
3.6 per cent. 


Other program expenses consist of transfers to 
Crown corporations and operating expenses for 
departments and agencies, including defence. 
On a year-over-year basis, these expenses were 
up $0.3 billion, or 8.3 per cent, reflecting 
increased operating costs and the impact of 
previous budget measures. This component is 
quite volatile over the first few months of the 
fiscal year, reflecting the timing of payments 
and the coming into force of budget measures. 


Public debt charges were virtually unchanged, as 
changes in the composition of interest-bearing 
debt offset the impact of a decline in the overall 
stock of that debt. 


Budgetary balance 


$ billions % of GDP 
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April to June 2005: 
budgetary results 


For the first three months of the 2005—06 fiscal 
year, there was a budgetary surplus of 

$4.8 billion, up $1.9 billion from the surplus 
of $2.9 billion reported in the same period 

of 2004-05. 


Budgetary revenues, at $50.9 billion, were 
up $5.4 billion, or 11.8 per cent, reflecting 
both strong gains in the applicable tax bases 
and timing factors. 


¢ Personal income tax revenues increased by 
$1.9 billion, or 9.2 per cent. The year-over- 
year increase 1s primarily attributable to the 
strong growth in source deductions from 
employment income, reflecting, in part, strong 
gains in employment over the past 12 months. 
Wages and salaries are estimated to have 
advanced between 27% to 3 per cent over 
this period. The difference between the growth 
in revenues and the base primarily reflects 
the timing of receipts. 


¢ Corporate income tax revenues were up 


$2.0 billion, or 34.7 per cent, more than 
double the growth in corporate profits. 


Federal debt (accumulated deficit) 
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As noted above, part of this increase is 
attributable to remittance procedures, 

the impact of which will unwind towards the 
end of the fiscal year. 


* Excise taxes and duties increased by 
$1.1 billion, or 11.0 per cent. GST revenues 
increased by $0.9 billion, or 12.5 per cent, due 
to higher gross receipts from domestic sales 
and on imports and a somewhat slower pace 
of refunds. Sales and excise taxes were up 
5.0 per cent, while the Air Travellers Security 
Charge was down 6.3 per cent. 


¢ EI premiums were up 2.7 per cent, as the 
increase in the number of people employed 
more than offset the impact of the reduction 
in premium rates. 


¢ Other revenues were up 6.1 per cent. 


On a year-over-year basis, program expenses in 
the April to June 2005 period, at $37.5 billion, 
were up $3.6 billion or 10.6 per cent over the 
same period of 2004—05, with most of the 
increase attributable to higher transfers to the 
provinces and territories for health care and 
equalization/TFF. Public debt charges declined 
by $0.1 billion. 


Transfer payments, which accounted for nearly 
two-thirds of total program expenses, increased 
by $3.0 billion, or 13.4 per cent. 


¢ Transfers to persons advanced by 2.4 per cent. 
Elderly benefits were up 5.1 per cent, while 
EI benefits were down 2.6 per cent. Within EI 
benefits, regular benefit payments were lower, 
reflecting the improved labour market 
situation, while special benefits, such as 
sickness, maternity and paternal benefits, 
were higher. 


* Transfers to other levels of government were 
up $1.9 billion, or 25.5 per cent, reflecting the 
impact of the 2004 agreement on health care 
and the new framework for equalization 
and TFF. 


* Subsidies and other transfers increased by 
19.6 per cent, reflecting the impact of 
previous budget measures. 


Other program expenses increased by 

5.4 per cent, as lower year-over-year Crown 
corporation expenses were more than offset by 
increases in departmental operating costs. 


The decline in public debt charges is 
attributable to the decline in the stock of 
interest-bearing debt. 


Financial requirement of $5.4 billion 
for April to June 2005 


The budgetary balance is presented on a full 
accrual basis of accounting, recording 
government assets and liabilities when they are 
receivable or incurred, regardless of when the 
cash is received or paid. In contrast, the financial 
source/requirement measures the difference 
between cash coming in to the Government and 
cash going out. This measure is affected not only 
by changes in the budgetary balance but also by 
the cash source/requirement resulting from the 
Government’s investing activities through its 
acquisition of capital assets and its loans, 
financial investments and advances, as well as 
from other activities, including payment of 
accounts payable and collection of accounts 
receivable, foreign exchange activities, and the 
amortization of its tangible capital assets. The 
difference between the budgetary balance and 
the financial source/requirement is recorded in 
non-budgetary transactions. 


Non-budgetary transactions resulted in a net 
requirement of $10.2 billion in the April to June 
period, up marginally from the requirement in 
the same period of 2004—05. 


With a budgetary surplus of $4.8 billion and 
a net requirement of $10.2 billion from non- 
budgetary transactions, there was a financial 
requirement of $5.4 billion in the first three 
months of 2005—06, down $1.8 billion from 
the same period last year. 
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Net financing activities down $8.3 billion 


The Government’s market debt was down The level of cash balances varies from month to 
$8.3 billion by the end of June 2005, with all month based on a number of factors including 
components being lower. To finance the periodic large debt maturities, which can be 
financial requirement of $5.4 billion and the quite volatile on a monthly basis. Cash balances 
reduction of market debt, the Government at the end of June stood at $3.4 billion. 


reduced its cash balances by $13.7 billion. 
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Table | 
Summary statement of transactions 


June April to June 


2004 2005 2004—05 2005—06 


($ millions) 


Budgetary transactions 


Revenues 15,144 17,060 45,499 50,880 
Expenses 
Program expenses -11,205 -12,490 -33,932 =o 1 a0 
Public debt charges -2,842 -2,845 -8,666 -8,517 
Budgetary balance (deficit/surplus) 1,097 Ley25 2,901 4,828 
Non-budgetary transactions -5,587 -5,280 -10,085 -10,235 
Financial source/requirement -4,490 =3, 555) -7,184 -5,407 
Net change in financing activities -8,918 -3,881 -7,803 -8,277 
Net change in cash balances -13,408 -7,436 -14,987 -13,684 
Cash balance at end of period 2,264 3,441 


Note: Positive numbers indicate net source of funds. Negative numbers indicate net requirement for funds. 


Table 2 
Budgetary revenues 
June April to June 
2004 2005 Change 2004—05 2005—06 Change 
($ millions) (%) ($ millions) (%) 
Tax revenues 
Income taxes 
Personal income tax 6,894 TG OR: 12.0 20,810 22,116 9.2 
Corporate income tax DSWD 2,836 3359 5,702 7,680 34.7 
Other income tax revenue DOF S13 b7e2 835 887 62 
Total income tax 9,286 10,871 ipo: 27,347 31,283 14.4 
Excise taxes and duties 
Goods and services tax Pil ifoey 2,303 10.1 t85 8,195 WES) 
Customs import duties 216 282 30.6 677 197 Wed: 
Sales and excise taxes 881 846 -4.0 2,290 2,404 5.0 
Air Travellers Security Charge Bil 28 -9.7 96 90 -6.3 
Total excise taxes and duties 3,293 3,539 i es 10,348 11,486 11.0 
Total tax revenues 12,579 14,410 14.6 37,695 42,769 13.5 
Employment insurance premiums 1,603 1,645 2.6 4,971 5,105 wd), 
Other revenues 962 1,005 45 2,833 3,006 6.1 
Total budgetary revenues 15,144 17,060 27 45,499 50,880 11.8 


Note: Totals may not sum due to rounding. 
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Table 3 
Budgetary expenses 
June April to June 
2004 2005 Change 2004-05 2005-06 Change 
($ millions) (%) ($ millions) (%) 
Transfer payments 
Transfers to persons 
Elderly benefits 2,288 2,405 i 6,855 7,203 Del 
Employment insurance benefits 1,013 995 -1.8 3.015 3,020 -2.6 
Total 3,301 3,400 3.0 10,470 10,723 2.4 
Transfers to other levels of government 
Support for health and 
other social programs 
Canada Health Transfer 1,054 | eoke 5) 3,163 4,750 
Canada Social Transfer 652 685 1,956 2,056 
Health Reform Transfer 125 0 Se) 0 
Canada Health and Social Transfer 8 0 2) 0 
Total 1,839 2,268 DEKE) 55519 6,806 BE ke) 
Fiscal transfers 945 1320 Behe 2,846 3,498 pipes) 
Alternative Payments for 
Standing Programs -253 -254 0.4 -759 -761 0.3 
Total 2531 3,334 Sie, 7,606 9,543 25,5 
Subsidies and other transfers 
Agriculture 65 103 Sreho) 124 448 261.3 
Foreign Affairs 241 114 -52.7 576 507 -12.0 
Health 89 136 52.8 375 410 9.3 
Human Resources Development 100 1 -25.0 404 291 -28.0 
Indian and Northern Development 283 360 2h:2 242 £330 9.7 
Industry and Regional Development 139 221 57.0 363 428 sii) 
Other 447 404 -9.6 859 1,265 47.3 
Total 1,364 1,413 3.6 3,913 4,679 19.6 
Total transfer payments 7,196 8,147 132 21,989 24,945 13.4 
Other program expenses 
Crown corporation expenses 
Canadian Broadcasting Corporation 67 as Nee) 366 359 -3.0 
Canada Mortgage and 
Housing Corporation 195 150 -23.1 555 518 -6.7 
Other 184 122 -33.7 578 522 -9.7 
Total 446 347 -22.2 1,499 13935 -6.9 
Defence 906 e222 34.9 2,649 2,878 8.6 
All other departments and agencies 2057 2,774 4.4 7,795 S517, 67. 
Total other program expenses 4,009 4,343 8.3 11,943 12,590 5.4 
Total program expenses 11-205 12,490 |e bes) 33,932 Sew se 10.6 
Public debt charges 2,842 2,845 0.1 8,666 SOT =F 
Total budgetary expenses 14,047 ieee te Be) 2 42,598 46,052 8.1 


Note: Totals may not sum due to rounding. 
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Table 4 


Budgetary balance and financial source/requirement 


June April to June 
2004 2005 2004-05 2005—06 
($ millions) 
Budgetary balance (deficit/surplus) 1,097 i235 2,901 4,828 
Non-budgetary transactions 
Capital investing activities -37 -275 -254 -159 
Other investing activities -204 -257 -92 -735 
Pension and other accounts -5 -112 330 -936 
Other activities 
Accounts payable, receivables, accruals 
and allowances -6,238 -4,684 -10,992 -9,725 
Foreign exchange activities 671 -184 175 589 
Amortization of tangible capital assets 226 232 748 fi 
Total other activities -5,341 -4,636 -10,069 -8,405 
Total non-budgetary transactions -5,587 -5,280 - 10,085 -10,235 
Net financial source/requirement -4,490 =, 590) -7,184 -5,407 
Note: Totals may not sum due to rounding. 
Table 5 
Financial source/requirement and net financing activities 
June April to June 
2004 2005 2004-05 2005-06 
($ millions) 
Net financial source/requirement -4,490 OPP PP) -7,184 -5,407 
Net increase (+)/decrease (-) in financing activities 
Unmatured debt transactions 
Canadian currency borrowings 
Marketable bonds -9,.867 -3,303 -7,710 -1,636 
Treasury bills 800 -400 800 -4,900 
Canada Savings Bonds -75 -81 -122 -220 
Other -6 -139 -14 -139 
Total -9,148 =3,923 -7,046 -6,895 
Foreign currency borrowings 21 44 -743 -1,380 
Total -8,917 -3,879 -7,789 -8,275 
Obligations related to capital leases -| -2 -14 -2 
Net change in financing activities -8,918 -3,881 -7,803 -8,277 
Change in cash balance -13,408 -7,436 -14,987 -13,684 


Note: Totals may not sum due to rounding. 
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Highlights 


July 2005: budgetary surplus of $2.3 billion 


There was a budgetary surplus of $2.3 billion in July 2005, $0.9 billion higher than the surplus of 
$1.4 billion reported in July 2004. This year-over-year improvement in the budgetary surplus is 
attributable to higher revenues, up $1.7 billion, or 10.4 per cent, compared to the same period last 
year. Program expenses rose $1.0 billion, or 9.0 per cent, primarily reflecting higher transfer 
payments, in particular higher transfers to the provinces and territories as specified under the 
2004 agreements on health care and equalization/Territorial Formula Financing (TFF). 


Public debt charges declined by $0.2 billion. 


April to July 2005: budgetary surplus of $7.1 billion 


For the first four months of the 2005—06 fiscal year (April to July), the budgetary surplus is 
estimated at $7.1 billion, up $2.8 billion from the $4.3-billion surplus reported in the same period 


last year. 


Budgetary revenues were up $7.1 billion, or 11.5 per cent, reflecting strong year-over-year gains in 
personal and corporate income tax receipts. Strong year-to-date growth in personal income tax 
receipts is due to higher source deductions from employment income, which are currently growing 
at about twice the rate of the estimated growth in wages and salaries. Higher corporate income tax 
receipts in part reflect timing factors related to corporate remittance procedures, which will unwind 
as the year progresses. Program expenses were up $4.6 billion, or 10.2 per cent, primarily due to 
higher transfers to the provinces and territories for health care and equalization/TFF. Public debt 


charges were $0.4 billion lower. 


The monthly financial results for the first part of the year are variable. Caution should be 
exercised in using these results to project the outcome for the year as a whole. A complete update 
of the fiscal outlook for 2005—06 and future years will be provided later this fall. 


July 2005 


There was a budgetary surplus of $2.3 billion 
in July 2005, up $0.9 billion from the 
$1.4-billion surplus reported during the 

same month last year. 


Budgetary revenues totalled $17.7 billion, an 
increase of $1.7 billion, or 10.4 per cent, from 
July 2004. Gains primarily reflect higher 
income tax receipts. 


* Personal income tax revenues were up 
$1.1 billion, or 14.5 per cent, due to strong 


Awe Department of Finance Ministéere des Finances 
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growth in source deductions from 
employment income. 


Corporate income tax revenues increased 
by $0.1 billion, or 5.2 per cent, reflecting 
ongoing gains in profits. 

Excise taxes and duties declined $225 million, 
or 5.6 per cent. Goods and services tax 
(GST) revenues declined 0.3 per cent as a 
result of higher refunds. Customs import 
duties were down $68 million, while sales 
and excise taxes were $144 million lower. 
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Revenues from the Air Travellers Security 


Charge were $4 million lower, reflecting the 


reductions in the charge, as announced in 
the 2005 budget. 


¢ Employment insurance (EI) premiums were 


down slightly, falling 0.4 per cent. 


* Other revenues, consisting of revenues from 


Crown corporations, sales of goods and 
services and foreign exchange revenues, 
were up $553 million, or 59.7 per cent. 
Other revenues are volatile on a 
monthly basis. 


On a year-over-year basis, program expenses 


in July 2005 were $12.6 billion, up $1.0 billion 


or 9.0 per cent from July 2004, due mainly to 
higher transfer payments. 


Transfer payments were $0.6 billion or 
8.1 per cent higher. 


¢ Major transfers to persons, consisting 
of elderly and EI benefits, were up 
$224 million, or 6.9 per cent, on a 
year-over-year basis. Elderly benefits 
increased 4.3 per cent due to both higher 
average benefits and an increase in the 
number of individuals eligible for benefits. 
EI benefit payments increased by 
12.8 per cent, primarily due to an increase 
in special benefits, such as sickness and 
paternal benefits, reflecting differences in 
the timing of payments between July 2005 
and July 2004. 


¢ Major transfers to other levels of 
government, consisting of federal transfers 
in support of health and other social 
programs (Canada Health Transfer and 
Canada Social Transfer), fiscal transfers 
and Alternative Payments for Standing 
Programs, were up $0.3 billion, or 
12.2 per cent. The increase in federal 
transfers in support of health and other 
social programs reflects increased 
funding under the 2004 agreement on 
health care. 


¢ Subsidies and other transfers increased 
by 2.8 per cent. 


Other program expenses consist of transfers 
to Crown corporations and operating expenses 
for departments and agencies, including 
defence. On a year-over-year basis, these 
expenses were up $0.5 billion, or 10.2 per cent, 
reflecting increased operating costs and the 
impact of previous budget measures. This 
component is quite volatile on a monthly 
basis, reflecting the timing of payments and 
the coming into force of budget measures. 


Public debt charges decreased by $0.2 billion, 
or 7.6 per cent, due to both a decline in the 
stock of interest-bearing debt and a decline 
in the average effective interest rate on 
that debt. 


April to July 2005 


In the first four months of the 2005—06 
fiscal year, there was a budgetary surplus 
of $7.1 billion, up $2.8 billion from the 
surplus of $4.3 billion reported in the same 
period of 2004—05. 


Revenues and expenses 
(April-July 2005) 


$ billions 


Revenues 


Other revenues Expenses 
eee : Subsidies and 
other transfers 


EI premiums — 59 
Corporate ; 
income taxes 41.3 Public 


debt charges 


Excise taxes 
and duties 


Transfers to other 


12-4 levels of gov't 


Transfers to 
persons 


14.2 


Personal 
income taxes 

Other program 
17.7 expenses 
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Budgetary revenues, at $68.6 billion, were 
up $7.1 billion, or 11.5 per cent. 


¢ Personal income tax revenues increased by 
$3.0 billion, or 10.6 per cent, much higher 
than the estimated growth in wages and 
salaries of about 5 per cent during the 
period. The year-over-year increase 1s 
largely attributable to the growth in source 
deductions from employment income. 


¢ Corporate income tax revenues were up 
$2.1 billion, or 27.3 per cent, over the last 
year, or more than double the growth rate of 
corporate profits. This gain is in part due to 
the procedures under which corporations 
are required to remit monthly instalments. 
Corporations make monthly tax instalment 
payments based on either their previous 
year’s actual tax liability or their current 
year’s estimated liability, with any 
differences made up within 60 days of the 
close of their taxation year. During 
2004—05, most corporations based their 
instalments on their 2003 tax liabilities. 
However, profits increased by nearly 
20 per cent in 2004, resulting in large 


Budgetary balance 


$ billions % of GDP 
30 6 
[_] left scale — right scale 


-40 -8 
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Sources: Department of Finance and Statistics Canada. 


settlement payments in the final quarter 

of 2004—05. With monthly instalments in 
2005 now based on 2004 tax liabilities, 

but instalments through July 2004 reflecting 
2003 liabilities, the growth in corporate 
receipts so far this year overstates the 
underlying growth in corporate income tax 
revenues. This year-to-date growth will 
moderate when the settlement payments are 
received at the end of the 2005—06 fiscal year. 


Excise taxes and duties increased by 

$0.9 billion, or 6.3 per cent. GST revenues 
increased by $0.9 billion, or 9.0 per cent, 
well above the growth of the applicable tax 
base, due to higher gross receipts from 
domestic sales and on imports and a 
somewhat slower pace of refunds. Sales and 
excise taxes were down 0.9 per cent, while 
the Air Travellers Security Charge was down 
8.4 per cent. 

EI premiums were up 2.0 per cent, as the 
increase in the number of people employed 
more than offset the impact of the reduction 
in premium rates. 


Other revenues were up 19.4 per cent. 


Federal debt 
(accumulated deficit) 
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On a year-over-year basis, program expenses 
in the April to July 2005 period, at 

$50.2 billion, were up $4.6 billion, or 

10.2 per cent, over the same period of 2004-05, 
with most of the increase attributable to higher 
transfers to the provinces and territories for 
health care and equalization/TFF. Public debt 
charges declined by $0.4 billion. 


Transfer payments, which accounted for nearly 
two-thirds of total program expenses, 
increased by $3.5 billion, or 12.2 per cent. 


¢ Transfers to persons advanced by 3.5 per cent. 
Elderly benefits were up 4.9 per cent, while 
EI benefits were up 0.7 per cent. Within 
EI benefits, regular benefit payments were 
lower, reflecting the improved labour market 
situation, while special benefits were higher. 


¢ Transfers to other levels of government were 
up $2.2 billion, or 22.1 per cent, reflecting 
the impact of the 2004 agreement on health 
care and the new framework for 
equalization/TFF. 


¢ Subsidies and other transfers increased by 
15.6 per cent, reflecting the impact of 
previous budget measures. 


Other program expenses increased by 

6.8 per cent due to increases in departmental 
operating costs. Crown corporation expenses 
were virtually unchanged. 


The decline in public debt charges is 
attributable to a decline in the stock of 
interest-bearing debt and a decline in the 
average effective interest rate on that debt. 


Financial requirement of $5.4 billion 
for April to July 2005 


The budgetary balance is presented on a full 
accrual basis of accounting, recording 
government assets and liabilities when they 
are receivable or incurred, regardless of when 
the cash is received or paid. In contrast, the 
financial source/requirement measures the 
difference between cash coming in to the 
Government and cash going out. This measure 
is affected not only by changes in the 
budgetary balance but also by the cash 
source/requirement resulting from the 
Government’s investing activities through its 
acquisition of capital assets and its loans, 
financial investments and advances, as well 
as from other activities, including payment of 
accounts payable and collection of accounts 
receivable, foreign exchange activities, and the 
amortization of its tangible capital assets. The 
difference between the budgetary balance and 
financial source/requirement is recorded in 
non-budgetary transactions. 


Non-budgetary transactions resulted in a 

net requirement of $12.5 billion in the 
April-to-July period, up $2.4 billion from the 
requirement in the same period of 2004-05. 
This increase reflects the $2.8-billion transfer 
to the provinces of Nova Scotia and 
Newfoundland and Labrador under the 
offshore revenue agreements. 


With a budgetary surplus of $7.1 billion and 
a net requirement of $12.5 billion from non- 
budgetary transactions, there was a financial 
requirement of $5.4 billion in the first 

four months of 2005—06, down $0.4 billion 
from the same period last year. 
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Net financing activities down $8.4 billion 


The Government’s market debt was down 
$8.4 billion by the end of July 2005, with all 
components being lower. To finance the 
financial requirement of $5.4 billion and the 
reduction of market debt, the Government 
reduced its cash balances by $13.8 billion. 


The level of cash balances varies from month 
to month based on a number of factors 
including periodic large debt maturities, which 
can be quite volatile on a monthly basis. Cash 
balances at the end of July stood at 

$3.4 billion. 
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Table | 
Summary statement of transactions 


July April to July 


2004 2005 2004—05 2005-06 


($ millions) 


Budgetary transactions 


Revenues 16,051 geal es 6552 68,602 
Expenses 
Program expenses -11,598 -12,638 -45,532 -50,176 
Public debt charges -3,031 -2,801 -11,696 -11,319 
Budgetary balance (deficit/surplus) 1,422 2,210 4,324 TAOF 
Non-budgetary transactions -68 2.212 -10,153 -12,508 
Financial source/requirement 1,354 4 -5,829 -5,401 
Net change in financing activities 807 -84 -6,995 -8,361 
Net change in cash balances 2,161 -80 -12,824 -13,762 
Cash balance at end of period 4,425 3.30 


Note: Positive numbers indicate net source of funds. Negative numbers indicate net requirement for funds. 


Table 2 
Budgetary revenues 
July April to July 
2004 2005 Change 2004—05 2005—06 Change 
($ millions) (%) ($ millions) (%) 
Tax revenues 
Income taxes 
Personal income tax 7,453 8,536 £45 28,265 31,253 10.6 
Corporate income tax 1,899 1,997 ee 7,600 9,677 21 
Other income tax revenue 266 427 60.5 1101 sis 19.4 
Total income tax 9.618 10,960 14.0 36,966 42,245 14.3 
Excise taxes and duties 
Goods and services tax DG ORs 2719 -0.3 10,013 10,914 9.0 
Customs import duties S17 249 =21 5 095 1,046 aM 
Sales and excise taxes 960 816 -15.0 3.250 3.221 -0.9 
Air Travellers Security Charge 35 a1 -11.4 131 120 -8.4 
Total excise taxes and duties 4,040 3,815 -5.6 14,389 15;301 6.3 
Total tax revenues 13,658 AL WS o.2 a1355 S46 ea 
Employment insurance premiums 1,466 1,460 -0.4 6,438 6,566 220 
Other revenues 927 1,480 59.7 3S) 4,490 19.4 
Total budgetary revenues 16,051 UTES 10.4 O15 52 68,602 il ogo 


Note: Totals may not sum due to rounding. 
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Table 3 
Budgetary expenses 
July April to July 
2004 2005 Change 2004—05 2005—06 Change 
($ millions) (%) ($ millions) (%) 
Transfer payments 
Transfers to persons 
Elderly benefits 2213 25 4.3 9,127 9,574 4.9 
Employment insurance benefits 981 L107 12.8 4,597 4,628 0.7 
Total 3,254 3,478 6.9 13,724 14,202 Suis) 
Transfers to other levels of government 
Support for health and 
other social programs 
Canada Health Transfer 1,054 1,583 4,217 6,333 
Canada Social Transfer 652 685 2,608 2,742 
Health Reform Transfer 125 0 500 0 
Canada Health and Social Transfer 0 0 25 0 
Total 1,831 2,268 23.9 7,350 D075 D3.) 
Fiscal transfers 943 831 -11.9 3,790 4,330 14.2 
Alternative Payments for 
Standing Programs -225 -239 6.2 -984 -1,001 eh 
Total 2,549 2,860 122 10,156 12,404 DyaM| 
Subsidies and other transfers 
Agriculture Pe) -55 -289.7 fS3 393 156.9 
Foreign Affairs 1S 173 14.6 72] 680 -6.5 
Health 33 214 -9.4 608 621 2h 
Human Resources Development 88 103 17.0 492 393 -20.1 
Indian and Northern Development 340 316 -7.1 1S 1,646 6.1 
Industry and Regional Development 131 147 Ieee 495 575 16.2 
Other 215 325 Si 1,072 DS Si 48.0 
Total 1,187 1,220 2.8 5,099 5,89) 15.6 
Total transfer payments 6,990 7,558 8.1 Zo,919 32,501 122 
Other program expenses 
Crown corporation expenses 
Canadian Broadcasting Corporation 94 100 6.4 460 455 -1.1 
Canada Mortgage and 
Housing Corporation 170 186 9.4 25 704 -2.9 
Other 122 21 73:0 701 733 4.6 
Total 386 497 28.8 1,886 1,892 0.3 
Defence 1,120 1,566 39.8 3,768 4,444 17.9 
All other departments and agencies 3,102 3,007, -2.7 10,899 b15309 4.0 
Total other program expenses 4,608 5,080 LOZ | Reysles 175675 6.8 
Total program expenses 11,598 12,638 9.0 45,532 50,176 10.2 
Public debt charges 3,031 2,801 -7.6 11,696 11,319 =5.2 
Total budgetary expenses 14,629 loit3y 5:3 275228 61,495 tS 


Note: Totals may not sum due to rounding. 
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Table 4 


Budgetary balance and financial source/requirement 


July April to July 
2004 2005 2004-05 2005—06 
($ millions) 
Budgetary balance (deficit/surplus) 1,422 2,276 4,324 LACT 
Non-budgetary transactions 
Capital investing activities -19 178 -272 ike 
Other investing activities -264 -595 -356 -1,331 
Pension and other accounts -636 -305 -307 -1,241 
Other activities 
Accounts payable, receivables, accruals 
and allowances 489 -3,49] -10,503 -13,216 
Foreign exchange activities 104 1,679 ES 2,268 
Amortization of tangible capital assets 258 262 1,006 993 
Total other activities 851 -1,550 -9,218 -9,955 
Total non-budgetary transactions -68 -2,272 -10,153 -12,508 
Net financial source/requirement 1,354 4 -5,829 -5,401 
Note: Totals may not sum due to rounding. 
Table 5 
Financial source/requirement and net financing activities ; : 
July April to July 
2004 2005 2004-05 2005-06 
($ millions) 
Net financial source/requirement 1,354 o -5,829 -5,401 
Net increase (+)/decrease (-) in financing activities 
Unmatured debt transactions 
Canadian currency borrowings 
Marketable bonds 278 758 -7,432 -878 
Treasury bills 1,000 1,300 1,800 -3,600 
Canada Savings Bonds -61 -88 -183 -308 
Other -5 -2 -19 -141 
Total PsA 1,968 -5,834 -4,927 
Foreign currency borrowings -39] -2,125 =, 133 -3,504 
Total 821 -157 -6,967 -8,431 
Obligations related to capital leases -14 73 -28 70 
Net change in financing activities 807 -84 -6,995 -8,361 
Change in cash balance 2,161 -80 -12,824 -13,762 


Note: Totals may not sum due to rounding. 
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Highlights 
August 2005: budgetary deficit of $0.3 billion 


Government 


Publications 


There was a budgetary deficit of $0.3 billion in August 2005 compared to a surplus of $0.3 billion 
reported in August 2004, in part reflecting a slowing in the growth of personal income tax revenues 
and a decline in net goods and services tax (GST) revenues. Total revenues were up $0.4 billion or 
3.1 per cent. Program expenses were $1.1 billion or 10.1 per cent higher, primarily reflecting 
higher transfer payments to the provinces and territories as specified under the 2004 agreements 

on health care and equalization/Territorial Formula Financing (TFF). Public debt charges declined 


by $0.1 billion. 


April to August 2005: budgetary surplus of $6.8 billion 


For the first five months of the 2005—06 fiscal year (April to August), the budgetary surplus is 
estimated at $6.8 billion, up $2.2 billion from the $4.6-billion surplus reported in the same period 
of 2004—05. Budgetary revenues were up $7.5 billion or 9.8 per cent, primarily reflecting strong 
year-over-year gains in personal and corporate income tax receipts. The strong year-to-date growth 
in personal income tax receipts is due to higher source deductions from employment income. 
Higher corporate income tax receipts in part reflect timing factors related to corporate remittance 
procedures, which will unwind as the year progresses. Program expenses were up $5.8 billion or 
10.2 per cent, primarily due to higher transfers to the provinces and territories for health care and 
equalization/TFF. Public debt charges were $0.5 billion lower. 


The monthly financial results for the first five months of the year are only partial-year results. 
Caution should therefore be exercised in using these results to project the outcome for the full 
year. A complete update of the fiscal outlook for 2005—06 and future years will be provided 


later this fall. 


August 2005 


There was a budgetary deficit $0.3 billion 
in August 2005 compared to a surplus of 
$0.3 billion reported during the same month 
last year. 


Budgetary revenues totalled $15.1 billion, an 
increase of $0.4 billion or 3.1 per cent from 
August 2004. Gains primarily reflect higher 
income tax receipts. 


* Personal income tax revenues were up 
$0.2 billion or 2.9 per cent. 


Bee Department of Finance Ministere des Finances 
Canada Canada 


¢ Corporate income tax revenues increased 
by $0.3 billion or 30.8 per cent, 
reflecting timing factors related to 
remittance procedures. 


¢ Excise taxes and duties declined 
$56 million or 1.4 per cent. GST revenues 
declined 3.6 per cent as a result of higher 
refunds. Customs import duties were up 
$23 million, while sales and excise taxes 
were up $24 million. Revenues from 
the Air Travellers Security Charge were 
up marginally. 


ivi 


Canada 
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¢ Employment insurance (EI) premiums were ¢ Subsidies and other transfers increased by 
down slightly (0.9 per cent). 38.7 per cent. This component is quite 
volatile on a monthly basis, reflecting the 
timing of payments and the coming into 
force of measures from recent budgets. 


¢ Other revenues, consisting of revenues 
from Crown corporations, sales of goods 
and services and foreign exchange revenues, 


were down $33 million, or 3.3 per cent. Other program expenses consist of transfers to 
Other revenues are volatile on a Crown corporations and operating expenses 
monthly basis. for departments and agencies, including 


defence. On a year-over-year basis, these 
expenses were up $0.2 billion, or 5.7 per cent, 
reflecting increased operating costs and the 
impact of previous budget measures. 


Public debt charges decreased by $0.1 billion, 
or 4.4 per cent, due to a decline in the stock of 
interest-bearing debt and a decline in the 


Program expenses were $12.5 billion in 
August 2005, up $1.1 billion or 10.1 per cent 
from August 2004, due mainly to higher 
transfer payments. 


Transfer payments were $0.9 billion or 
12.7 per cent higher. 


* Major transfers to persons, consisting of average effective interest rate on that debt. 
elderly and EI benefits, were down 
$54 million, or 1.5 per cent, on a year-over- April to August 2005 
year basis. Elderly benefits increased In the first five months of the 2005-06 fiscal 
4.1 per cent due to both higher average year, there was a budgetary surplus of 
benefits and an increase in the number of $6.8 billion, up $2.2 billion from the surplus 
individuals eligible for benefits. EI benefit of $4.6 billion reported in the same period 
payments decreased by 11.1 per cent, of 2004-05. 


primarily due to a decrease in regular 
benefits, reflecting differences in the timing 
of payments between August 2005 and 
August 2004. 


¢ Major transfers to other levels of 
government, consisting of federal transfers 


in support of health and other social Revenues and expenses 


programs (Canada Health Transfer and (April-August 2005) 
Canada Social Transfer), fiscal transfers $ billions Revenues 
and Alternative Payments for Standing Other revenues Extenses 
ea : ee 
Programs, were up $0.6 billion, or EI premiums 18 Binet tensor 
° : C t i 
2 e.0 per cent. The increase in federal income taxes 4s Oe 
transfers in support of health and other 
; : ; Excise taxes Transfers to other 
social programs and higher fiscal transfers aoe =)'°° levels of gov't 


reflect increased funding under the 
2004 agreements on health care 
and equalization/TFF. ae 


8 Transfers to 


17. 
persons 


Other program 
22.2 expenses 
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Budgetary revenues, at $83.7 billion, were up 


$7.5 billion or 9.8 per cent. 


¢ Personal income tax revenues increased 
by $3.2 billion or 9.0 per cent, which is 
considerably higher than the estimated 
growth in wages and salaries of about 
5 per cent during the period. The 
year-over-year increase 1s largely 
attributable to the growth in source 
deductions from employment income. 


¢ Corporate income tax revenues were up 
$2.4 billion or 27.7 per cent over the same 
period last year, or more than double the 


growth rate of corporate profits. This gain is 


in part due to the procedures under which 
corporations are required to remit monthly 
installments. Corporations make monthly 
tax installment payments based on either 
their previous year’s actual tax liability or 
their current year’s estimated liability, with 
any differences made up within 60 days of 
the close of their taxation year. During 
2004—05, most corporations based their 
installments on their 2003 tax liabilities. 


Budgetary balance 


$ billions % of GDP 
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Sources: Department of Finance and Statistics Canada. 


However, profits increased by nearly 

20 per cent in 2004, resulting in large 
settlement payments in the final quarter of 
2004—05. With monthly installments in 2005 
now based on 2004 tax liabilities, but 
installments through August 2004 reflecting 
2003 liabilities, the year-to-date growth in 
corporate receipts overstates the underlying 
growth in corporate income tax revenues. 
This year-to-date growth will moderate 
when the settlement payments are received 
at the end of the 2005-06 fiscal year. 


Excise taxes and duties increased by 

$0.9 billion or 4.6 per cent. GST revenues 
increased by $0.8 billion or 6.2 per cent. 
Customs import duties were up 5.7 per cent, 
while sales and excise taxes and the Air 
Travellers Security Charge were down 

0.1 per cent and 6.3 per cent, respectively. 


EI premiums were up 1.5 per cent, as the 
increase in the number of people employed 
more than offset the impact of the reduction 
in premium rates. 


Other revenues were up 14.7 per cent. 


Federal debt 
(accumulated deficit) 
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On a year-over-year basis, program expenses 
in the April to August 2005 period, at 

$62.7 billion, were up $5.8 billion or 

10.2 per cent over the same period of 
2004—05, with most of the increase attributable 
to higher transfers to provinces and territories 
for health care and equalization/TFE. Public 
debt charges declined by $0.5 billion. 


Transfer payments, which accounted for nearly 
two-thirds of total program expenses, 
increased by $4.4 billion or 12.3 per cent. 


¢ Transfers to persons advanced by 

2.4 per cent. Elderly benefits were up 

4.7 per cent while EI benefits were down 
2.0 per cent. The decline in EI benefits is 
mainly attributable to a decline in regular 
benefits, which is in turn due to improved 
labour market conditions compared to the 
same period in 2004—0S. 


¢ Transfers to other levels of government were 
up $2.8 billion or 22.3 per cent, reflecting 
the impact of the 2004 agreement on health 
care and the new framework for equalization 
and TFE. 


¢ Subsidies and other transfers increased by 
19.4 per cent, reflecting the impact of 
measures from recent budgets. 


Other program expenses increased by 

6.5 per cent due to increases in departmental 
operating costs. Crown corporation expenses 
increased slightly by 1.3 per cent. 


The decline in public debt charges is 
attributable to a decline in the stock of 
interest-bearing debt and a decline in the 
average effective interest rate on that debt. 


Financial requirement of $5.4 billion 
for April to August 2005 


The budgetary balance is presented on a full 
accrual basis of accounting, recording 
government assets and liabilities when they are 
receivable or incurred, regardless of when the 
cash is received or paid. In contrast, the 


financial source/requirement measures the 
difference between cash coming in to the 
Government and cash going out. This measure 
is affected not only by changes in the 
budgetary balance but also by the cash 
source/requirement resulting from the 
Government’s investing activities through its 
acquisition of capital assets and its loans, 
financial investments and advances, as well as 
from other activities, including payment of 
accounts payable and collection of accounts 
receivable, foreign exchange activities, and the 
amortization of its tangible capital assets. The 
difference between the budgetary balance and 
financial source/requirement is recorded in 
non-budgetary transactions. 


Non-budgetary transactions resulted in a 

net requirement of $12.2 billion in the 
April-to-August period, up $3.5 billion from 
the requirement in the same period of 
2004—05. This increase largely reflects the 
$2.8-billion transfer to the provinces of 

Nova Scotia and Newfoundland and Labrador 
under the Offshore Revenues Accords. 


With a budgetary surplus of $6.8 billion and 
a net requirement of $12.2 billion from non- 
budgetary transactions, there was a financial 
requirement of $5.4 billion in the first five 
months of 2005—06, up $1.3 billion from the 
same period last year. 


Net financing activities down $4.5 billion 


The Government’s market debt was down 
$4.5 billion by the end of August 2005. 

To finance the financial requirement of 

$5.4 billion and the reduction of market debt, 
the Government reduced its cash balances 
by $9.8 billion. The level of cash balances 
varies from month to month based on a 
number of factors including periodic large 
debt maturities, which can be quite volatile 
on a monthly basis. Cash balances at the end 
of August stood at $7.3 billion. 
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Table | 
Summary statement of transactions 


August April to August 


2004 2005 2004—05 2005-06 


($ millions) 


Budgetary transactions 


Revenues 14,603 15,050 Pha Fes! 83,650 
Expenses 
Program expenses -11,390 -12,538 -56,920 -62,714 
Public debt charges -2,913 -2,784 -14,609 -14,103 
Budgetary balance (deficit/surplus) 300 -272 4,622 6,833 
Non-budgetary transactions 1,417 297 -8,735 -12,208 
Financial source/requirement yee 20 -4,113 -5,375 
Net change in financing activities 2,850 3,904 -4,145 -4,458 
Net change in cash balances 4,567 3,929 -8,258 -9,833 
Cash balance at end of period 8,994 7,290 


Note: Positive numbers indicate net source of funds. Negative numbers indicate net requirement for funds. 


Table 2 
Budgetary revenues 
August April to August 
2004 2005 Change 2004—05 2005—06 Change 
($ millions) (%) ($ millions) (%) 
Tax revenues 
Income taxes 
Personal income tax 7,076 7,283 D8) 35,340 38,536 9.0 
Corporate income tax 972 h/t 30.8 S72 10,949 2det 
Other income tax revenue 218 260 19.3 1,319 Wee.) 19.4 
Total income tax 8,266 8,814 6.6 45.251 51,060 12.9 
Excise taxes and duties 
Goods and services tax 2,906 2,802 -3.6 VZE919 13,716 6.2 
Customs import duties 309 B02 7.4 1,304 1,378 Se/. 
Sales and excise taxes 797 821 3.0 4.047 4,042 -().1 
Air Travellers Security Charge 28 29 3.0 159 149 -6.3 
Total excise taxes and duties 4,040 3,984 -1.4 18,429 19,285 4.6 
Total tax revenues 12,306 12,798 4.0 63,660 70,345 10.5 
Employment insurance premiums 1,309 eS -0.9 7,746 7,863 le 
Other revenues 988 955 -3.3 4,745 5,442 i Wee 
Total budgetary revenues 14,603 15,050 2¥6| 76,151 83,650 9.8 


Note: Totals may not sum due to rounding. 
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Table 3 
Budgetary expenses 


August April to August 
2004 2005 Change 2004—05 2005—06 Change 
($ millions) (%) ($ millions) (%) 
Transfer payments 
Transfers to persons 
Elderly benefits 2,310 2,404 4.1 11,437 11,978 4.7 
Employment insurance benefits E325 1,180 -11.1 5,925 5,808 -2.0 
Total 3,638 3,584 -1.5 17,362 17,786 2.4 
Transfers to other levels of government 
Support for health and 
other social programs 
Canada Health Transfer 1,054 1,583 Te LIV 
Canada Social Transfer 652 685 3,260 3,427 
Health Reform Transfer 125 0 625 0 
Canada Health and Social Transfer 0 0 25 0 
Total 1,831 2,268 We AS) O18] 11,344 23.6 
Fiscal transfers oo. 1,044 12.6 4,717 S315 Ie 
Alternative Payments for 
Standing Programs -225 -196 =12.9 -1,209 -1,197 -1.0 
Total 2595 30116 230) 12,689 No 522 22,5 
Subsidies and other transfers 
Agriculture -8 66 n/a 145 459 216.6 
Foreign Affairs 167 321 922 894 1,002 12a 
Health 87 81 -6.9 695 702 1.0 
Human Resources Development -95 30 n/a 397 424 6.8 
Indian and Northern Development 307, 309 0.6 1,889 1,984 5.0 
Industry and Regional Development Pay oil 0.0 705 786 [ies 
Other 278 307 10.4 13550 1,896 40.4 
Total OFT. 1395 Bon) 6,075 208 19.4 
Total transfer payments 7,148 8,055 ay 36,126 40,561 123 
Other program expenses 
Crown corporation expenses 
Canadian Broadcasting Corporation 85 140 64.7 545 595 ge 
Canada Mortgage and 
Housing Corporation 140 142 1.4 865 846 -2.2 
Other 178 144 -19.1 878 876 -0.2 
Total 403 426 Df 2,288 Pre Wh ie3 
Defence 1,097 7. vies: 4,865 5,620 [535 
All other departments and agencies 2,142 2,880 5.0 13,641 14,216 4.2 
Total other program expenses 4,242 4,483 oa, 20,794 22153 6.5 
Total program expenses 11,390 122538 10.1 56,920 62,714 102 
Public debt charges 2913 2,784 -4.4 14,609 14,103 -3.5 
Total budgetary expenses 14,303 13,322 deal 71,529 76,817 7.4 


Note: Totals may not sum due to rounding. 
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Table 4 


Budgetary balance and financial source/requirement 


August April to August 
2004 2005 2004-05 2005—06 
($ millions) 
Budgetary balance (deficit/surplus) 300 -272 4,622 6,833 
Non-budgetary transactions 
Capital investing activities -18 -136 -289 -117 
Other investing activities -196 176 -553 -1,155 
Pension and other accounts 189 -448 -117 -1,688 
Other activities 
Accounts payable, receivables, accruals 
and allowances 1,718 VOL -8,785 -12,053 
Foreign exchange activities -427 -729 -148 1,540 
Amortization of tangible capital assets bot cio Loy, 1,265 
Total other activities 1,442 705 -7,776 -9,248 
Total non-budgetary transactions 1,417 297 -8,735 -12,208 
Net financial source/requirement Lay, 25 -4,113 -5,375 
Note: Totals may not sum due to rounding. 
Table 5 
Financial source/requirement and net financing activities 
August April to August 
2004 2005 2004-05 2005—06 
($ millions) 
Net financial source/requirement eA) 25 -4,113 So) 
Net increase (+)/decrease (-) in financing activities 
Unmatured debt transactions 
Canadian currency borrowings 
Marketable bonds 2,767 2,261 -4,665 1,383 
Treasury bills 100 1,800 1,900 -1,800 
Canada Savings Bonds -55 -84 -238 -392 
Other -5 -1 -24 -142 
Total 2,807 3,976 -3,027 -95] 
Foreign currency borrowings 49 -86 -1,084 -3,59] 
Total 2,856 3,890 -4,111 -4,542 
Obligations related to capital leases -6 14 -34 84 
Net change in financing activities 2,850 3,904 -4,145 -4,458 
Change in cash balance 4,567 O29 -8,258 -9,833 


Note: Totals may not sum due to rounding. 
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Table 6 
Condensed statement of assets and liabilities 
March 31, 2005 August 31, 2005 Change 
($ millions) 
Liabilities 
Accounts payable, accruals and allowances 90,473 74,485 ~15,988 


Interest-bearing debt 
Unmatured debt 
Payable in Canadian dollars 


Marketable bonds 266,570 267,953 1,383 
Treasury bills 127,199 125,399 -1,800 
Canada Savings Bonds 19,080 18,688 -392 
Other 3,393 Be | -142 
Subtotal 416,242 415,291 -951 
Payable in foreign currencies 16,286 12,699 -3,591 
Obligations related to capital leases 2932 3,016 84 
Total unmatured debt 435,460 431,002 -4,458 
Pension and other accounts 

Public sector pensions 129,579 130,442 863 
Other employee and veteran future benefits 41,549 41,924 375 
Other pension and other accounts 8,680 5,754 -2,926 
Total pension and other accounts 179,808 173.120 -1,688 
Total interest-bearing debt 615,268 609,122 -6,146 
Total liabilities 705,741 683,607 -22,134 

Financial assets 
Cash and accounts receivable 76,281 62,513 -13,768 
Foreign exchange accounts 40,871 39,331 -1,540 
Loans, investments and advances (net of allowances) 33,860 3.005 SS 
Total financial assets ISEGI2 136,859 -14,153 
Net debt 554,729 546,748 -7,981 
Non-financial assets 54,866 SORLS -1,148 
Federal debt (accumulated deficit) 499,863 493,030 -6,833 


For additional copies or subscription inquiries, please contact the Distribution Centre at (613) 995-2855. 
For other inquiries about this publication, contact Paul Rochon at (613) 996-9447. 

Also available on the Internet (including advance tentative release dates) at www.fin.gc.ca. 

Ce document est également offert en francais. 
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There was a budgetary surplus of $0.6 billion in September 2005, down $2.4 billion from the surplus 

of $3.0 billion reported in September 2004. The year-over-year decline reflects the inclusion in the 
September 2004 monthly results of the one-time gain ($2.6 billion) from the sale of the Government’s 
remaining shares in Petro-Canada. As a result, budgetary revenues declined by $1.2 billion, or 7.1 per cent. 
Excluding this transaction, underlying total revenues were $1.4 billion or 9.5 per cent higher in 

September 2005 than in September 2004. Program expenses were $1.3 billion or 11.5 per cent higher, 
primarily reflecting higher transfer payments to the provinces and territories as specified under the 2004 
agreements on health care and equalization/Territorial Formula Financing (TFF). Public debt charges 


declined $0.1 billion. 


April to September 2005: budgetary surplus of $7.4 billion 


For the first six months of the 2005—06 fiscal year (April to September), the budgetary surplus is estimated 
at $7.4 billion, down $0.2 billion from the $7.6-billion surplus reported in the same period last year. 
Budgetary revenues were up $6.3 billion or 6.8 per cent, primarily reflecting strong year-over-year gains 

in personal and corporate income tax revenues, dampened by a decline in other revenues, reflecting the 
gain from the sale of the Government’s remaining shares in Petro-Canada in September 2004. The strong 
year-to-date growth in personal income tax revenues 1s due to higher source deductions from employment 
income. Higher corporate income tax revenues in part reflect timing factors related to corporate remittance 
procedures, which will unwind as the year progresses. Program expenses were up $7.1 billion or 

10.4 per cent, primarily due to higher transfers to the provinces and territories for health care and 
equalization/TFF. Public debt charges were $0.6 billion lower. 


These monthly financial results are only partial-year results. Caution should therefore be exercised in 
using these results to project the outcome for the full year. A complete update of the fiscal outlook for 
2005-06 and future years is provided in the Economic and Fiscal Update. 


September 2005 


There was a budgetary surplus of $0.6 billion in 
September 2005, compared to a surplus of 

$3.0 billion reported during the same month 
last year. 


Budgetary revenues totalled $15.7 billion in 
September 2005, down $1.2 billion or 7.1 per cent 
from September 2004. This decline reflects the 
inclusion in the September 2004 monthly results 
of the one-time gain ($2.6 billion) from the 

sale of the Government’s remaining shares 

in Petro-Canada. 


ij» 8 Department of Finance Ministere des Finances 
Canada Canada 


¢ Personal income tax revenues were up 


$0.4 billion or 6.2 per cent due to higher 
deductions from employment income. 


Corporate income tax revenues increased 

by $0.3 billion or 16.6 per cent, reflecting 
ongoing gains 1n corporate profitability 

and timing factors, as explained below. 

Excise taxes and duties were up $0.5 billion or 
15.1 per cent. Goods and services tax (GST) 
revenues increased 19.7 per cent as a result of 
higher gross receipts, due to timing factors 
which depressed receipts in September 2004. 


\ Canada 
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Customs import duties were up $28 million, 
while sales and excise taxes were up 

$42 million. Revenues from the Air Travellers 
Security Charge were down $5 million. 


¢ Employment insurance (EI) premiums were 
down slightly (2.0 per cent). 


* Other revenues, consisting of revenues from 
Crown corporations, sales of goods and services 
and foreign exchange revenues, were down 
$2.6 billion. This decline reflects the inclusion 
in the September 2004 monthly results of the 
one-time gain from the sale of the Government’s 
remaining shares in Petro-Canada. 


Program expenses totalled $12.3 billion in 
September 2005, up $1.3 billion or 11.5 per cent 
from September 2004. 


Transfer payments were up $0.6 billion or 
8.6 per cent. 


¢ Major transfers to persons, consisting of elderly 
and EI benefits, were up $86 million or 
2.6 per cent. Elderly benefits increased 
4.3 per cent due to both higher average benefits, 
which are indexed to Consumer Price Index 
inflation, and an increase in the number of 
individuals eligible for benefits. EI benefit 
payments fell 1.4 per cent, primarily due to a 
decrease in regular benefits. 


¢ Major transfers to other levels of government, 
consisting of federal transfers in support of 
health and other social programs (Canada 
Health Transfer and Canada Social Transfer), 
fiscal transfers, transfers to provinces on behalf 
of Canada’s cities and communities, and 
Alternative Payments for Standing Programs, 
were up $0.6 billion or 22.7 per cent. The 
increase in federal transfers in support of health 
and other social programs and higher fiscal 
transfers largely reflects increased funding 
under the 2004 agreements on health care and 
equalization/TFF. 


* Subsidies and other transfers decreased by 
4.7 per cent, largely reflecting an adjustment 
for transactions related to prior months. 


Other program expenses consist of transfers to 
Crown corporations and operating expenses for 
departments and agencies, including defence. 


On a year-over-year basis, these expenses were up 
$0.7 billion, or 16.7 per cent, reflecting increased 
operating costs and the impact of previous 

budget measures. 


Public debt charges decreased by $0.1 billion or 

1.8 per cent due to both a decline in the stock of 
interest-bearing debt and a decline in the average 
effective interest rate on that debt. 


April to September 2005 


In the first six months of 2005—06, there was 
a budgetary surplus of $7.4 billion, down 
$0.2 billion from the surplus of $7.6 billion 
reported in the same period of 2004—05. 


At $99.3 billion, budgetary revenues were up 
$6.3 billion or 6.8 per cent. 


¢ Personal income tax revenues increased by 
$3.6 billion, or 8.6 per cent, which is 
considerably higher than the estimated growth 
in wages and salaries of about 4 per cent 
during the period, reflecting the very strong 
year-over-year growth witnessed in the first 
four months of the year. The year-over-year 
increase is largely attributable to the growth in 
source deductions from employment income. 


Revenues and expenses 
(April-September 2005) 


$ billions Revenues 


Expenses 


Other revenues 
Subsidies and 
other transfers 


Public 
“debt charges 


El premiums 


Corporate 
income taxes 


Excise taxes 


and duties Transfers to other 


“levels of gov't 


Transfers to 
“persons 


Personal 
income taxes 
Other program 
“© expenses 


* Corporate income tax revenues were up 


$2.7 billion, or 25.9 per cent over the same 
period last year, or more than double the 
estimated growth rate of corporate profits. 

This gain is in part due to the procedures 
under which corporations are required to remit 
monthly instalments. Corporations make 
monthly tax instalment payments based on 
either their previous year’s actual tax liability or 
their current year’s estimated liability, with any 
differences made up within 60 days of the close 
of their taxation year. During 2004—05, most 
corporations based their instalments on their 
2003 tax liabilities. However, profits increased 
by nearly 20 per cent in 2004, resulting in large 
settlement payments in the final quarter of 
2004-05. With monthly instalments in 2005 
now based on 2004 tax liabilities, but 
instalments through September 2004 reflecting 
2003 liabilities, the year-to-date growth in 
corporate receipts overstates the underlying 
growth in corporate income tax revenues. 

This year-to-date growth will moderate when 
the settlement payments are received in the 

last four months of 2005—06. 


Budgetary balance 
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* Excise taxes and duties increased by $1.4 billion 
or 6.3 per cent. GST revenues increased by 
$1.3 billion or 8.3 per cent. Customs import 
duties were up 6.5 per cent. Sales and excise 
taxes were up marginally (0.7 per cent) while 
the Air Travellers Security Charge was down 
7.2 per cent, reflecting reductions in the charge 
effective April 1, 2005. 


¢ EI premiums were up 1.0 per cent, as the 
increase in the number of people employed 
more than offset the impact of the reduction in 
premium rates. 


* Other revenues were down $1.9 billion or 
23.2 per cent, reflecting the one-time gain from 
the sale of the Government’s remaining shares 
in Petro-Canada in September 2004. 


On a year-over-year basis, program expenses in the 
April to September 2005 period were $75.0 billion, 
up $7.1 billion or 10.4 per cent over the same 
period of 2004—05, with most of the increase 
attributable to higher transfers to the provinces and 
territories for health care and equalization/TFF. 
Public debt charges declined by $0.6 billion. 


Federal debt 
(accumulated deficit) 
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Transfer payments, which account for nearly 
two-thirds of total program expenses, increased 
by $5.1 billion or 11.7 per cent. 


¢ Transfers to persons advanced by 2.5 per cent. 
Elderly benefits were up 4.7 per cent while 
EI benefits were down 1.9 per cent. The 
year-to-date decline in EI benefits is mainly 
attributable to a decline in regular benefits, 
which is in turn due to improved labour 
market conditions compared to the same 
period in 2004-05. 


¢ Transfers to other levels of government were up 
$3.5 billion, or 23.2 per cent, reflecting the 
impact of the 2004 agreement on health care 
and the new framework for equalization 
and TFF. 


¢ Subsidies and other transfers increased by 
13.8 per cent, reflecting the impact of measures 
from recent budgets. 


Other program expenses increased by 8.1 per cent 
due to increases in departmental operating costs. 
Crown corporation expenses increased slightly by 
0.2 per cent. 


Pubic debt charges were down 3.2 per cent 
compared to the same period last year due to a 
decline in the stock of interest-bearing debt and 
a decline in the average effective interest rate on 
that debt. 


Financial requirement of $2.8 billion 
for April to September 2005 


The budgetary balance is presented on a full 
accrual basis of accounting, recording government 
assets and liabilities when they are receivable or 
incurred, regardless of when the cash is received or 
paid. In contrast, the financial source/requirement 
measures the difference between cash coming 

in to the Government and cash going out. 


This measure is affected not only by changes in 
the budgetary balance but also by the cash 
source/requirement resulting from the 
Government’s investing activities through its 
acquisition of capital assets and its loans, financial 
investments and advances, as well as from other 
activities, including payment of accounts payable 
and collection of accounts receivable, foreign 
exchange activities, and the amortization of its 
tangible capital assets. The difference between 
the budgetary balance and financial 
source/requirement is recorded in non-budgetary 
transactions. 


Non-budgetary transactions resulted in a net 
requirement of $10.2 billion in the 
April-to-September period, up $1.7 billion from 
the requirement in the same period of 2004—05. 
This increase largely reflects the $2.8-billion 
transfer to the provinces of Nova Scotia and 
Newfoundland and Labrador under the 
Offshore Revenues Accords. 


With a budgetary surplus of $7.4 billion and a net 
requirement of $10.2 billion from non-budgetary 
transactions, there was a financial requirement of 
$2.8 billion in the first six months of 2005—06, up 
$1.9 billion from the same period last year. 


Net financing activities 
down $11.6 billion 


The Government’s market debt was down 

$11.6 billion by the end of September 2005. 

To finance this reduction of market debt and 

the financial requirement of $2.8 billion, the 
Government reduced its cash balances by 

$14.4 billion. The level of cash balances varies 
from month to month based on a number of factors 
including periodic large debt maturities, which can 
be quite volatile on a monthly basis. Cash balances 
at the end of September stood at $2.7 billion. 
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Table | 
Summary statement of transactions 


September April to September 


2004 2005 2004—05 2005—06 


($ millions) 


Budgetary transactions 


Revenues 16,868 15,669 93,018 SN Royal 
Expenses 
Program expenses -11,014 -12,279 -67,934 -75,003 
Public debt charges -2 866 -2 814 -17,476 -16,917 
Budgetary balance (deficit/surplus) 2,988 S70 7,608 7,401 
Non-budgetary transactions ey) 1,960 -8,581 -10,237 
Financial source/requirement 3,143 2900 -973 -2,836 
Net change in financing activities -6,431 -7,124 -10,576 -11,582 
Net change in cash balances -3,288 -4,588 -11,549 -14,418 
Cash balance at end of period 5,701 2,102 


Note: Positive numbers indicate net source of funds. Negative numbers indicate net requirement for funds. 


Table 2 
Budgetary revenues 
September April to September 
2004 2005 Change 2004—05 2005-06 Change 
($ millions) (%) ($ millions) (%) 
Tax revenues 
Income taxes 
Personal income tax 6,979 7,413 6.2 42,319 45,949 8.6 
Corporate income tax 1,648 1921 16.6 1022.0 12,870 25.9 
Other income tax revenue 181 395 96.1 1,500 1,930 28.7 
Total income tax 8,808 9,689 10.0 54,039 60,749 12.4 
Excise taxes and duties 
Goods and services tax 2,369 2,835 19.7 15,288 16,550 8.3 
Customs import duties e/g) 305 10.1 LeSSl 1,683 6.5 
Sales and excise taxes 824 866 Sel 4,871 4,906 0.7 
Air Travellers Security Charge 35 30 -14.3 194 180 -7.2 
Total excise taxes and duties B05 4,036 Lol 21,934 23 319 6.3 
Total tax revenues TORS S 1725 Vibes) FS973 84,068 10.7 
Employment insurance premiums 1,163 1,140 -2.0 8,910 9,003 1.0 
Other revenues 3.392 804 -76.3 S139 6,250 -23.2 
Total budgetary revenues 16,868 15,669 -7.1 93,018 99321 6.8 


Note: Totals may not sum due to rounding. 
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Table 3 
Budgetary expenses 


September April to September 
2004 2005 Change 2004-05 2005—06 Change 
($ millions) (%) ($ millions) (%) 
Transfer payments 
Transfers to persons 
Elderly benefits De STD 2,415 4.3 [Sei ae 14,393 4.7 
Employment insurance benefits 1,011 997 -1.4 0393 6,804 -1.9 
Total 3,326 3,412 256 20,687 DAOe Les 
Transfers to other levels of government 
Support for health and 
other social programs 
Canada Health Transfer 1,054 1 Ses} One» 9,500 
Canada Social Transfer 652 685 5.9 4,113 
Health Reform Transfer 125 0 150 0 
Canada Health and Social Transfer 0 0 25 0 
Total 1,831 2,268 239 11,012 135613 23.6 
Fiscal transfers 927 Oi 9.1 5,645 6,403 13.4 
Canada’s cities and communities 0 69 n/a 0 181 n/a 
Alternative Payments for 
Standing Programs -225 -239 6.2 -1,433 =12436 Of 
Total 2538 3,109 dl 15,224 18,761 232 
Subsidies and other transfers 
Agriculture 88 81 -8.0 D2 540 P3258 
Foreign Affairs 129 249 93.0 023 1,246 21.8 
Health 179 229 27.9 874 932 6.6 
Human Resources Development 102 137 34.3 499 561 12.4 
Indian and Northern Development 302 325 7.6 2192 PIB IK) 5.4 
Industry and Regional Development 122 132 8.2 827 918 vbw, 
Other 216 -11 -104.0 1,625 hoe 9.0 
Total 1198 1,142 -4.7 Ds 2a 2 8,278 13:8 
Total transfer payments 7.057. 7,663 8.6 43,183 48,236 hig 
Other program expenses 
Crown corporation expenses 
Canadian Broadcasting Corporation 109 ibs -33.0 654 668 Zan 
Canada Mortgage and 
Housing Corporation 170 184 8:2 1,035 1,030 -0.5 
Other 116 112 -3.4 994 990 -0).4 
Total B95 369 -6.6 2,683 2,688 OZ 
Defence 1,090 1,435 Slee 5,955 7,054 i Koyee) 
All other departments and agencies DAZ 2 ole 13.8 16,113 17025 Si 
Total other program expenses 3,957 4.616 16.7 24,751 26,107 8.1 
Total program expenses 11,014 12,279 TB Ro 67,934 75,003 10.4 
Public debt charges 2,866 2,814 = lees 17,476 16,917 -3.2 
Total budgetary expenses 13,880 15,093 Sor 85,410 91,920 7.6 


Note: Totals may not sum due to rounding. 
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Table 4 
Budgetary balance and financial source/requirement 
September April to September 
2004 2005 2004-05 2005-06 
($ millions) 
Budgetary balance (deficit/surplus) 2,988 576 7,608 7,401 
Non-budgetary transactions 
Capital investing activities -180 -613 -471 -730 
Other investing activities -295 -925 -847 -2,080 
Pension and other accounts =239 807 -355 -881 


Other activities 
Accounts payable, receivables, accruals 


and allowances 841 2,065 -7,945 -9,977 
Foreign exchange activities -161 344 -309 1,884 
Amortization of tangible capital assets 189 282 1,346 1,547 
Total other activities 869 2,691 -6,908 -6,546 

Total non-budgetary transactions [33 1,960 -8,581 -10,237 
Net financial source/requirement 3,143 2,536 -973 -2,836 


Note: Totals may not sum due to rounding. 


Table 5 
Financial source/requirement and net financing activities 


September ; April to September 
2004 2005 2004—05 2005—06 


($ millions) 
Net financial source/requirement 3,143 22530 -973 -2,836 


Net increase (+)/decrease (-) in financing activities 
Unmatured debt transactions 
Canadian currency borrowings 


Marketable bonds -4,813 -4,461 -9,478 -3,078 
Treasury bills -1,500 -2,600 400 -4,400 

Canada Savings Bonds -30 -36 -268 -429 

Other -| -26 -25 -168 

Total -6,344 -7,123 -9,37]1 -8,075 

Foreign currency borrowings -83 8 -1,167 -3,583 

Total -6,427 -7,115 -10,538 -11,658 
Obligations related to capital leases -4 -9 -38 76 

Net change in financing activities -6,431 -7,124 -10,576 -11,582 
Change in cash balance -3,288 -4,588 -11,549 -14,418 


Note: Totals may not sum due to rounding. 
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Table 6 
Condensed statement of assets and liabilities 
March 31, 2005 September 30, 2005 Change 
($ millions) 
Liabilities 
Accounts payable, accruals and allowances 90,473 75,284 -15,189 
Interest-bearing debt 
Unmatured debt 
Payable in Canadian dollars 
Marketable bonds 266,570 263,492 -3,078 
Treasury bills 127,199 122,799 -4,400 
Canada Savings Bonds 19,080 18,651 -429 
Other SEBS) SPS) -168 
Subtotal 416,242 408,167 -8,075 
Payable in foreign currencies 16,286 12,703 -3,583 
Obligations related to capital leases OSL 3,008 76 
Total unmatured debt 435,460 423,878 -11,582 
Pension and other accounts 
Public sector pensions 129,579 130720 1,142 
Other employee and veteran future benefits 41,549 42,329 780 
Other pension and other accounts 8,680 5,877 -2,803 
Total pension and other accounts 179,808 178,927 -881 
Total interest-bearing debt 615,268 602,805 -12,463 
Total liabilities 705,741 678,089 -27,652 
Financial assets 
Cash and accounts receivable 76,281 56,651 -19,630 
Foreign exchange accounts 40,871 38,987 -1,884 
Loans, investments and advances (net of allowances) 33,860 35,940 2,080 
Total financial assets PFO L3d578 -19,434 
Net debt 554,729 546,511 -8,218 
Non-financial assets 54,866 54,049 -817 
Federal debt (accumulated deficit) 499,863 492,462 -7,401 


For additional copies or subscription inquiries, please contact the Distribution Centre at (613) 995-2855. 
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There was a budgetary surplus of $2.1 billion in October 2005, up $1.0 billion from October 2004. Total 
budgetary revenues rose $1.8 billion or 11.6 per cent, reflecting strong gains in personal income tax and 
goods and services tax (GST) revenues, offset somewhat by a decline in corporate income tax revenue. 
Personal income tax receipts rose 19.9 per cent in October, reflecting timing factors that will unwind in 
November 2005. GST receipts increased 26.2 per cent, in part reflecting the resumption of normal 
processing of GST receipts following public sector labour disruptions in Quebec which affected GST 
collections in that province. Program expenses were up $0.7 billion or 6.1 per cent, primarily reflecting 
higher transfer payments to provinces and territories as specified under the 2004 agreements on health care 
and equalization/Territorial Formula Financing (TFF). Public debt charges increased slightly in October. 


April to October 2005: budgetary surplus of $9.5 billion 


For the first seven months of the 2005—06 fiscal year (April to October), the budgetary surplus is estimated 
at $9.5 billion, up $0.8 billion from the same period of 2004—05. Budgetary revenues were up $8.1 billion or 
7.5 per cent, with gains recorded in most major revenue categories. Program expenses were up $7.8 billion 
or 9.8 per cent, primarily due to higher transfers to the provinces and territories for health care and 
equalization/TFF. Public debt charges were $0.5 billion lower. 


These monthly financial results are only partial-year results. For example, they do not reflect proposed 
tax reductions for 2005-06, which total $5.3 billion. Caution should therefore be exercised in Une ‘these 


results to project the outcome for the full year. 


October 2005 


There was a budgetary surplus of $2.1 billion in 
October 2005, up $1.0 billion from October 2004. 


Budgetary revenues rose $1.8 billion, or 
11.6 per cent, to $17.2 billion. Strong gains were 
posted in personal income tax and GST receipts. 


¢ Personal income tax revenues were up 
$1.4 billion or 19.9 per cent, reflecting timing 
factors that will unwind in the November 2005 
revenue estimate. In October 2005 there were a 
larger number of payroll deductions processed 
compared to the same month last year, and 
some payroll deductions pertaining to 
September 2005 were processed in October. 


fA ee 
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* Corporate income tax revenues fell $0.3 billion 


or 12.4 per cent. The decline reflects the 
significant jump in corporate receipts in 
October 2004, related to the clearance of a 
processing backlog that resulted from last year’s 
public sector labour disruptions. 


Other income tax receipts—withholdings from 
non-residents—were up 52.8 per cent in 
October, reflecting increases in dividends and 
royalties paid to non-residents, consistent with 
increases in corporate profitability this year. 
This revenue source can be volatile on a 
monthly basis. 
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¢ Excise taxes and duties were up $0.7 billion, 
or 18.9 per cent. GST revenues increased 
26.2 per cent, in part reflecting the resumption 
of normal processing of GST receipts following 
public sector labour disruptions at the Ministere 
du Revenu du Québec, which administers the 
GST in Quebec on behalf of the federal 
government. Customs import duties were up 
$78 million, while sales and excise taxes were 
down $50 million. Revenues from the Air 
Travellers Security Charge were down 
$22 million. 


¢ Employment insurance (EI) premiums declined 
2.6 per cent, 


¢ Other revenues, consisting of revenues from 
Crown corporations, sales of goods and services 
and foreign exchange revenues, were down 
$0.1 billion. Other revenues are volatile on a 
monthly basis. 


Program expenses 1n October 2005 were 
$12.3 billion, up $0.7 billion or 6.1 per cent 
from October 2004, primarily due to higher 
transfer payments. 


Transfer payments were up $0.6 billion or 
8.3 per cent. 


¢ Major transfers to persons, consisting of 
elderly and EI benefits, were up $87 million, 
or 2.5 per cent. Elderly benefits increased 
2.8 per cent due to both higher average benefits, 
which are indexed to Consumer Price Index 
inflation, and an increase in the number of 
individuals eligible for benefits. EI benefit 
payments increased 1.8 per cent, reflecting an 
increase in regular benefits. 


¢ Major transfers to other levels of government, 
consisting of federal transfers in support of 
health and other social programs (Canada 
Health Transfer and Canada Social Transfer), 
fiscal transfers, transfers to provinces on behalf 
of Canada’s cities and communities, and 
Alternative Payments for Standing Programs, 
were up $0.7 billion, or 26.6 per cent. The 
increase in federal transfers in support of health 
and other social programs and higher fiscal 
transfers largely reflect increased funding under 
the 2004 agreements on health care and 
equalization/TFF. 


¢ Subsidies and other transfers decreased by 
11.3 per cent. This component is volatile on 
a monthly basis. 


Other program expenses consist of transfers to 
Crown corporations and operating expenses for 
departments and agencies, including defence. 

On a year-over-year basis, these expenses were up 
$0.1 billion, or 2.0 per cent, reflecting increased 
operating costs and the impact of previous 

budget measures. 


Public debt charges increased slightly. 


April to October 2005 


In the first seven months of the 2005—06 fiscal 
year, there was a budgetary surplus of 

$9.5 billion, up $0.8 billion from the same period 
of 2004-05. 


Budgetary revenues, at $116.5 billion, were up 
$8.1 billion or 7.5 per cent. 


¢ Personal income tax revenues increased by 
$5.0 billion or 10.2 per cent, which is 
considerably higher than the estimated growth in 
wages and salaries of about 5.3 per cent during 
the period. The year-over-year increase is largely 
attributable to the growth in source deductions 
from employment income. In addition, as noted 


Revenues and expenses 
(April-October 2005) 


$ billions Revenues 


Expenses 


Other revenues 9.4 
Subsidies and 
other transfers 


Public 
‘debt charges 


El premiums 10.0 


Corporate 
income taxes 19-1] 


Excise taxes 


and duties Transfers to other 


levels of gov't 


27.9 


Transfers to 
“persons 


Personal 
income taxes eke 
Other program 


‘Y expenses 


116.5 107.1 


above, some of the year-over-year increase is 
due to timing factors, which should unwind in 
future months, thereby bringing the growth in 
receipts more in line with the growth in the 
applicable tax base. 


Corporate income tax revenues were up 

$2.3 billion or 18.4 per cent. This gain is due in 
part to the procedures under which corporations 
are required to remit monthly instalments. 
Corporations make monthly tax instalment 
payments based on either their previous year’s 
actual tax liability or their current year’s 
estimated liability, with any differences made up 
within 60 days of the close of their taxation 
year. During 2004—05, most corporations based 
their instalments on their 2003 tax liabilities. 
However, profits increased by nearly 20 per cent 
in 2004, resulting in large settlement payments 
in the final quarter of 2004—05. With monthly 
instalments in 2005 now based on 2004 tax 
liabilities, but instalments through October 2004 
reflecting 2003 liabilities, the year-to-date 
growth in corporate receipts overstates the 
underlying growth in corporate income tax 
revenues. This year-to-date growth will 
moderate when the settlement payments are 
received in the last four months of 2005—06. 


Budgetary balance 
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¢ Excise taxes and duties increased by $2.1 billion 
or 8.2 per cent. GST revenues increased 
$2.0 billion, or 11.0 per cent, reflecting strong 
growth in domestic gross receipts, which were 
up 10.2 per cent, somewhat above the growth 
rate of retail sales of 7.3 per cent over the same 
period. Customs import duties were up 
9.9 per cent. Sales and excise taxes were 
down marginally (0.2 per cent) while the 
Air Travellers Security Charge was down 
14.9 per cent, reflecting reductions in the 
charge effective April 1, 2005. 


¢ EI premiums were up 0.7 per cent, as the 
increase in the number of people employed 
more than offset the impact of the reduction 
in premium rates. 


¢ Other revenues were down $2.0 billion or 
22.2 per cent, reflecting the one-time gain 
($2.6 billion) from the sale of the Government’s 
remaining shares in Petro-Canada in 
September 2004. 


Program expenses in the April to October 2005 
period were $87.3 billion, up $7.8 billion or 

9.8 per cent over the same period of 2004—05, with 
most of the increase attributable to higher transfers 
to provinces and territories for health care and 
equalization/TFF. Public debt charges declined 

by $0.5 billion. 


Federal debt 
(accumulated deficit) 
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Transfer payments, which account for nearly 
two-thirds of total program expenses, increased 
by $5.7 billion, or 11.2 per cent. 


¢ Transfers to persons advanced by 2.5 per cent. 
Elderly benefits were up 4.4 per cent while 
EI benefits were down 1.4 per cent. The year-to- 
date decline in EI benefits is mainly attributable 
to a decline in regular benefits, which is in turn 
due to improved labour market conditions 
compared to the same period in 2004—05. 


¢ Transfers to other levels of government were up 
$4.2 billion or 23.7 per cent, reflecting the 
impact of the 2004 agreement on health 
care and the new framework for equalization 
and TFF. 


¢ Subsidies and other transfers increased by 
9.7 per cent, reflecting the impact of measures 
from recent budgets as well as an adjustment for 
transactions related to prior months. 


Other program expenses increased by 7.3 per cent 
due to increases in departmental operating costs. 
Crown corporation expenses increased slightly by 
0.3 per cent. 


Public debt charges were down 2.5 per cent 
compared to the same period last year due to 

a decline in the stock of interest-bearing debt and 
a decline in the average effective interest rate on 
that debt. 


Financial requirement of $1.6 billion 
for April to October 2005 


The budgetary balance is presented on a full 
accrual basis of accounting, recording government 
assets and liabilities when they are receivable or 
incurred, regardless of when the cash is received or 
paid. In contrast, the financial source/requirement 
measures the difference between cash coming in to 
the Government and cash going out. This measure 
is affected not only by changes in the budgetary 
balance but also by the cash source/requirement 


resulting from the Government’s investing 
activities through its acquisition of capital assets 
and its loans, financial investments and advances, 
as well as from other activities, including payment 
of accounts payable and collection of accounts 
receivable, foreign exchange activities, and the 
amortization of its tangible capital assets. The 
difference between the budgetary balance and 
financial source/requirement is recorded in 
non-budgetary transactions. 


Non-budgetary transactions resulted in a net 
requirement of $11.1 billion in the April-to- 
October period, up $3.7 billion from the 
requirement in the same period of 2004—05. This 
increase largely reflects the $2.8-billion transfer to 
the provinces of Nova Scotia and Newfoundland 
and Labrador under the Offshore 

Revenues Accords. 


With a budgetary surplus of $9.5 billion and a net 
requirement of $11.1 billion from non-budgetary 
transactions, there was a financial requirement of 
$1.6 billion in the first seven months of 2005—06 
compared to a financial source of $1.2 billion in 
the same period last year. 


Net financing activities 
down $11.9 billion 


The Government’s market debt was down 

$11.9 billion by the end of October 2005. 

To finance this reduction of market debt and the 
financial requirement of $1.6 billion, the 
Government reduced its cash balances by 

$13.5 billion. The level of cash balances varies 
from month to month based on a number of factors 
including periodic large debt maturities, which can 
be quite volatile on a monthly basis. Cash balances 
at the end of October stood at $3.6 billion. 
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Table | 
Summary statement of transactions 


October April to October 


2004 2005 2004—05 2005—06 


($ millions) 


Budgetary transactions 


Revenues 15,409 17,194 108,429 116,514 
Expenses 
Program expenses -11,560 -12,261 -79,495 -87,264 
Public debt charges -2,834 -2,881 -20),309 -19,799 
Budgetary balance (deficit/surplus) 1,015 2.052 8,625 9,451 
Non-budgetary transactions 1,195 -816 -7,388 -11,056 
Financial source/requirement 2,210 15236 1237, -1,605 
Net change in financing activities 1,610 -362 -8,967 -11,944 
Net change in cash balances 3,820 874 -7,730 -13,549 
Cash balance at end of period ODI Sete 


Note: Positive numbers indicate net source of funds. Negative numbers indicate net requirement for funds. 


Table 2 
Budgetary revenues 
October April to October 
2004 2005 Change 2004-05 2005—06 Change 
($ millions) (%) ($ millions) (%) 
Tax revenues 
Income taxes 
Personal income tax 6,910 8,282 19.9 49,229 54,231 10.2 
Corporate income tax 2,509 298 -12.4 12729 15,069 18.4 
Other income tax revenue 269 411 52.8 1,769 2,341 S283 
Total income tax 9,688 10,891 12.4 635721 71,641 12.4 
Excise taxes and duties 
Goods and services tax 2,120 3,440 26.2 18,015 19,99] 11.0 
Customs import duties 237 315 329 1,818 998 ey 
Sales and excise taxes 804 154 -6.2 D075 5,661 -0.2 
Air Travellers Security Charge 48 26 -45.8 242 206 -14.9 
Total excise taxes and duties 3,815 4.535 18.9 Dou 27,856 8.2 
Total tax revenues 135503 15,426 14.2 89,477 99,497 Pl begs 
Employment insurance premiums 1,031 1,004 -2.6 9,940 10,006 07 
Other revenues 875 764 -12.7 9,012 7,011 222 
Total budgetary revenues 15,409 = 17,194 11.6 108,429 116,514 ts 


Note: Totals may not sum due to rounding. 
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Table 3 
Budgetary expenses 


October April to October 
2004 2005 Change 2004-05 2005—06 Change 
($ millions) (%) ($ millions) (%) 
Transfer payments 
Transfers to persons 
Elderly benefits 2,359 2,426 2.8 16,111 16,818 4.4 
Employment insurance benefits PENG I36 1.8 8,051 7,940 -1.4 
Total 3,475 33562 DRS 24,162 24,758 Ze 
Transfers to other levels of government 
Support for health and 
other social programs 
Canada Health Transfer 1,054 Pees) 7,379 11,083 
Canada Social Transfer 652 685 4,565 4,798 
Health Reform Transfer 125 0 875 0 
Canada Health and Social Transfer -25 0 0 0 
Total 1,806 2,268 25,6 12,819 15,881 DES: 
Fiscal transfers 926 1,044 Ze 6,571 7,447 Nei5} 
Canada’s cities and communities 0 23 n/a 0 394 n/a 
Alternative Payments for 
Standing Programs -139 -242 74.1 -1,573 -1,678 ORF 
Total 2,593 3,283 26.6 17,817 22,044 23mm 
Subsidies and other transfers 
Agriculture 89 65 -27.0 S21 605 88.5 
Foreign Affairs 203 -42 -120.7 [225 1203 -1.8 
Health 105 99 -5.7 O79 1,030 52 
Human Resources Development i 129 1,742.9 506 689 3622 
Indian and Northern Development 348 367 SPS" 2,539 2,676 5.4 
Industry and Regional Development 208 211 1.4 1,035 [129 Oat 
Other 448 42] -6.1 2,074 2192 Bi) 
Total 1,408 1,250 -11.3 8,679 9,524 OF) 
Total transfer payments 7,476 8,095 8.3 50,658 56,326 Le2 
Other program expenses 
Crown corporation expenses 
Canadian Broadcasting Corporation 65 100 53.8 Ho, 768 6.8 
Canada Mortgage and 
Housing Corporation 165 164 -0.6 1,200 1,194 -0.5 
Other 136 104 -23.5 iei2F 1,094 -2.9 
Total 366 368 0.5 3,046 3,056 0.3 
Defence 1,075 L236 15.0 7,030 8,291 17.9 
All other departments and agencies 2,643 D562 -3.1 18,761 19,591 4.4 
Total other program expenses 4,084 4,166 2.0 28,837 30,938 3 
Total program expenses 11,560 122261 6.1 79,495 87,264 9.8 
Public debt charges 2,834 2,881 Le 20,309 19,799 -2.5 
Total budgetary expenses 14,394 15,142 52 99,804 107,063 fie 


Note: Totals may not sum due to rounding. 
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Table 4 


Budgetary balance and financial source/requirement 


October April to October 
2004 2005 2004-05 2005-06 
($ millions) 
Budgetary balance (deficit/surplus) 1,015 2,052 8,625 9,451 
Non-budgetary transactions 
Capital investing activities -185 -249 -654 -978 
Other investing activities -430 -357 -1,278 -2,437 
Pension and other accounts -1,308 349 - 1,665 -534 
Other activities 
Accounts payable, receivables, accruals 
and allowances 2,384 DAG. -5,563 -9,762 
Foreign exchange activities 487 -1,026 178 858 
Amortization of tangible capital assets 247 250 1,594 1,797 
Total other activities Balas -559 -3,791 -7,107 
Total non-budgetary transactions TOS -816 -7,388 -11,056 
Net financial source/requirement PING) 1,236 eZ? -1,605 
Note: Totals may not sum due to rounding. 
Table 5 
Financial source/requirement and net financing activities 
October April to October 
2004 2005 2004—05 2005-06 
($ millions) 
Net financial source/requirement 20 1,236 i237 -1,605 
Net increase (+)/decrease (-) in financing activities 
Unmatured debt transactions 
Canadian currency borrowings 
Marketable bonds 552 -1,585 -8,926 -4,663 
Treasury bills 1,400 1,000 1,800 -3,400 
Canada Savings Bonds -79 -68 -347 -497 
Other -| -13 -26 -181 
Total 1,872 -666 -7,499 -8,741 
Foreign currency borrowings -260 302 -1,428 -3,281 
Total 1,612 -364 -8,927 -12,022 
Obligations related to capital leases -2 2 -40) 78 
Net change in financing activities 1,610 -362 -8,967 -11,944 
Change in cash balance 3,820 874 -7,730 -13,549 


Note: Totals may not sum due to rounding. 
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Table 6 
Condensed statement of assets and liabilities 
March 31, 2005 October 31, 2005 Change 
($ millions) 
Liabilities 
Accounts payable, accruals and allowances 90,473 78,779 -11,694 
Interest-bearing debt 
Unmatured debt 
Payable in Canadian dollars 
Marketable bonds 266,570 261,907 -4.663 
Treasury bills 127,199 123,799 -3,400 
Canada Savings Bonds 19,080 18,583 -497 
Other 3,393 ole -181 
Subtotal 416,242 407,501 -8,741 
Payable in foreign currencies 16,286 13,005 -3,281 
Obligations related to capital leases 2,932 3,010 78 
Total unmatured debt 435,460 423,516 -11,944 
Pension and other accounts 
Public sector pensions 129-579 130,903 1,324 
Other employee and veteran future benefits 41,549 42,458 909 
Other pension and other accounts 8,680 Sells -2,767 
Total pension and other accounts 179,808 179,274 -534 
Total interest-bearing debt 615,268 602,790 -12,478 
Total liabilities TOS, FAL 681,569 -24,172 
Financial assets 
Cash and accounts receivable 76,28 | 60,800 -15,481 
Foreign exchange accounts 40,871 40,013 -858 
Loans, investments and advances (net of allowances) 33,860 36,297 2,437 
Total financial assets Sto La iO -13,902 
Net debt 554,729 544,459 -10,270 
Non-financial assets 54,866 54,047 -819 
Federal debt (accumulated deficit) 499,863 490,412 -9.45] 


For additional copies or subscription inquiries, please contact the Distribution Centre at (613) 995-2855. 
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November 2005: budgetary deficit of $3.1 billion \ 

There was a budgetary deficit of $3.1 billion in November 2005, compared to a surplus hj, 

$1.7 billion reported in November 2004. This deficit entirely reflects an adjustment of SIZ billion: 

pertaining to the first 11 months of 2005 that was made to the November results, related to 

the increase in the basic personal amount and the reduction in the 16-per-cent tax rate to 

15 per cent that were announced in the November 2005 Economic and Fiscal Update. Absent 

these tax measures, there was an underlying surplus of $0.5 billion in November 2005, down 


$1.2 billion from the $1.7-billion surplus reported in November 2004. 


April to November 2005: budgetary surplus of $6.3 billion 


For the first eight months of the 2005-06 fiscal year (April to November), the budgetary surplus 
is estimated at $6.3 billion, $4.0 billion lower than the $10.3-billion surplus reported in the same 
period of 2004—05. The decline in the surplus through November reflects the impact of the 
inclusion in the November results of $3.7 billion in personal income tax measures that relate to 
the first 11 months of 2005. Budgetary revenues were up $4.5 billion, or 3.6 per cent. Program 
expenses were up $8.9 billion, or 9.8 per cent, primarily due to higher transfers to the provinces 
and territories for health care and equalization/Territorial Formula Financing (TFF). Public debt 
charges were $0.4 billion lower. 


These monthly financial results are only partial-year results. In particular, they do not reflect 
the remaining cost of the tax cuts announced in the November 2005 Economic and Fiscal 
Update for 2005-06, amounting to $1.4 billion. Caution should therefore be exercised in using 
these results to project the outcome for the full year. 


November 2005 


There was a budgetary deficit of $3.1 billion 
in November 2005, compared to a $1.7-billion 
surplus reported in November 2004. 


¢ Corporate income tax revenues 
rose $0.3 billion, or 14.7 per cent, 
reflecting ongoing profitability in 


aor the corporate sector. 
Budgetary revenues fell by $3.6 billion, or P 


21.9 per cent, to $12.7 billion. ¢ Other income tax receipts—withholdings 


from non-residents—were up 44.1 per cent 


oe i Department of Finance Ministére des Finances 


Personal income tax revenues declined 

$3.6 billion, reflecting the inclusion in 

the November results of the majority of 

the costs of those personal income tax 
measures announced in the November 2005 
Economic and Fiscal Update that pertain to 
the 2005 taxation year. 


Canada 


Canada 


in November, reflecting increases in 
dividends and royalties paid to non- 
residents, consistent with increases in 
corporate profitability in 2005. This 
revenue source can be volatile on a 
monthly basis. 


Canada 
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¢ Excise taxes and duties fell $0.3 billion, or 
7.1 per cent. Goods and services tax (GST) 
revenues declined 9.8 per cent, reflecting 
relatively modest growth in gross GST 
receipts and strong growth in GST refunds. 
Customs import duties were up $60 million, 
while sales and excise taxes were down 
$49 million. Revenues from the Air 
Travellers Security Charge were down 
$3 million. 


¢ Employment insurance (EI) premiums 
declinedss,9 per cent: 


¢ Other revenues, consisting of revenues from 
Crown corporations, sales of goods and 
services and foreign exchange revenues, 
were up 1.5 per cent. Other revenues can 
be volatile on a monthly basis. 


Program expenses in November 2005 were 
$12.9 billion, up $1.2 billion, or 10.0 per cent, 
from November 2004, primarily due to higher 
transfer payments. 


Transfer payments were up $0.8 billion, or 
10.8 per cent. 


¢ Major transfers to persons, consisting 
of elderly and EI benefits, were up 
$14 million, or 0.4 per cent. Elderly benefits 
increased 3.4 per cent due to both higher 
average benefits, which are indexed to 
Consumer Price Index inflation, and an 
increase in the number of individuals 
eligible for benefits. EI benefit payments 
decreased by 5.9 per cent, reflecting a 
decline in regular benefits. 


¢ Major transfers to other levels of 
government, consisting of federal transfers 
in support of health and other social 
programs (Canada Health Transfer and 
Canada Social Transfer), fiscal transfers, 
transfers to provinces on behalf of Canada’s 
cities and communities, and Alternative 
Payments for Standing Programs, were up 
$0.5 billion, or 21.1 per cent. The increase 
in federal transfers in support of health and 


other social programs and higher fiscal 
transfers largely reflect increased funding 
under the 2004 agreements on health care 
and equalization/TFF. 


¢ Subsidies and other transfers increased 
by $0.3 billion, or 17.4 per cent. This 
component 1s volatile on a monthly basis. 


Other program expenses consist of transfers to 
Crown corporations and operating expenses 
for departments and agencies, including 
defence. On a year-over-year basis, these 
expenses were up $0.4 billion, or 8.6 per cent, 
reflecting increased operating costs and the 
impact of previous budget measures. 


Public debt charges increased by $0.1 billion, 
or 2.8 per cent, due to an increase in the 
average effective interest rate on the debt. 


April to November 2005 


In the first eight months of the 2005—06 
fiscal year, there was a budgetary surplus 
of $6.3 billion, $4.0 billion below the 
$10.3-billion surplus reported in the same 
period of 2004—0S. 


Revenues and expenses 
(April-November 2005) 
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Budgetary revenues were up $4.5 billion, or 
3.6 per cent, to $129.2 billion. 


¢ Personal income tax revenues rose 
$1.4 billion, or 2.4 per cent, reflecting the 
inclusion in the November results of the 
above-mentioned tax measures. 


¢ Corporate income tax revenues were up 
$2.6 billion, or 17.9 per cent. This gain is 
in part due to the procedures under which 
corporations are required to remit monthly 
instalments. Corporations make monthly tax 
instalment payments based on either their 
previous year’s actual tax liability or their 
current year’s estimated liability, with any 
differences made up within 60 days of the 
close of their taxation year. During 
2004—05, most corporations based their 
instalments on their 2003 tax liabilities. 
However, profits increased by nearly 
20 per cent in 2004, resulting in large 
settlement payments in the final quarter of 
2004—05. With monthly instalments in 2005 
now based on 2004 tax liabilities, but 
instalments through November 2004 
reflecting 2003 liabilities, the year-to-date 


Budgetary balance 
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30 6 
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Sources: Department of Finance and Statistics Canada. 


growth in corporate receipts overstates the 
underlying growth in corporate income tax 
revenues. This year-to-date growth will 
moderate when the settlement payments are 
received in the last four months of 2005-06. 


Excise taxes and duties increased by 

$1.8 billion, or 5.9 per cent. GST revenues 
increased $1.7 billion, or 7.7 per cent, 
broadly consistent with the growth rate of 
retail sales of 6.6 per cent over the same 
period. Customs import duties were up 
11.5 per cent. Sales and excise taxes were 
down 1.0 per cent while the Air Travellers 
Security Charge was down 14.4 per cent, 
reflecting reductions in the charge effective 
April 1, 2005. 


EI premiums were up 0.3 per cent, as the 
increase in the number of people employed 
more than offset the impact of the reduction 
in premium rates. 


Other revenues were down $2.0 billion, 
or 19.4 per cent, reflecting the one-time 
gain ($2.6 billion) from the sale of the 
Government’s remaining shares in 
Petro-Canada in September 2004. 


Federal debt 
(accumulated deficit) 
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On a year-over-year basis, program expenses 
in the April to November 2005 period were 
$100.1 billion, up $8.9 billion, or 9.8 per cent, 
from the same period of 2004—05, with most 
of the increase attributable to higher transfers 
to provinces and territories for health care and 
equalization/TFE. Public debt charges declined 
by $0.4 billion. 


Transfer payments, which account for nearly 
two-thirds of total program expenses, 
increased by $6.5 billion, or 11.1 per cent. 


¢ Transfers to persons advanced by 
2.2 per cent. Elderly benefits were up 
4.3 per cent while EI benefits were down 
1.9 per cent. The year-to-date decline in 
EI benefits is mainly attributable to a 
decline in regular benefits, which is in turn 
due to improved labour market conditions 
compared to the same period in 2004—05. 


¢ Transfers to other levels of government were 
up $4.8 billion, or 23.4 per cent, reflecting 
the impact of the 2004 agreement on health 
care and the new framework for equalization 
and TFF. 


¢ Subsidies and other transfers increased by 
10.9 per cent, reflecting the impact of 
measures from recent budgets. 


Other program expenses increased by 

7.5 per cent due to increases in departmental 
operating costs. Crown corporation expenses 
increased slightly by 0.9 per cent. 


Public debt charges were down 1.9 per cent 
due to a decline in the stock of interest-bearing 
debt and a decline in the average effective 
interest rate on that debt. 


Financial requirement of $1.7 billion 
for April to November 2005 


The budgetary balance is presented on a full 
accrual basis of accounting, recording 
government assets and liabilities when they are 
receivable or incurred, regardless of when the 
cash is received or paid. In contrast, the 
financial source/requirement measures the 


difference between cash coming in to the 
Government and cash going out. This measure 
is affected not only by changes in the 
budgetary balance but also by the cash 
source/requirement resulting from the 
Government’s investing activities through its 
acquisition of capital assets and its loans, 
financial investments and advances, as well as 
from other activities, including payment of 
accounts payable and collection of accounts 
receivable, foreign exchange activities, and the 
amortization of its tangible capital assets. The 
difference between the budgetary balance and 
financial source/requirement 1s recorded in 
non-budgetary transactions. 


Non-budgetary transactions resulted in a 

net requirement of $8.0 billion in the 
April-to-November period, up $4.7 billion 
from the requirement in the same period of 
2004—05. This increase largely reflects the 
$2.8-billion transfer to the provinces of 

Nova Scotia and Newfoundland and Labrador 
under the Offshore Revenues Accords, as well 
as a decrease in the source of funds arising 
from foreign exchange activities. 


With a budgetary surplus of $6.3 billion 

and a net requirement of $8.0 billion from 
non-budgetary transactions, there was a 
financial requirement of $1.7 billion in the 
first eight months of 2005—06 compared to a 
financial source of $7.1 billion in the same 
period of 2004—0S. 


Net financing activities 
down $8.5 billion 


The Government’s market debt was down 
$8.5 billion by the end of November 2005. 
To finance this reduction of market debt and 
the financial requirement of $1.7 billion, the 
Government reduced its cash balances by 
$10.1 billion. The level of cash balances 
varies from month to month based on a 
number of factors including periodic large 
debt maturities, which can be quite volatile 
on a monthly basis. Cash balances at the end 
of November stood at $7.0 billion. 
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Table | 
Summary statement of transactions 


November April to November 


2004 2005 2004—05 2005—06 


($ millions) 


Budgetary transactions 


Revenues 16,282 125716 124,710 129,228 
Expenses 
Program expenses -11,686 -12,856 -91,179 -100,120 
Public debt charges -2,909 -2,990 -23,219 -22,789 
Budgetary balance (deficit/surplus) 1,687 -3,130 10,312 6,319 
Non-budgetary transactions 4,149 3,070 -3,240 -7,981 
Financial source/requirement 5,836 -60 L072 - 1,662 
Net change in financing activities 897 3,457 -8,068 -8,486 
Net change in cash balances Ons Sees] -996 -10,148 
Cash balance at end of period 16,254 6,974 


Note: Positive numbers indicate net source of funds. Negative numbers indicate net requirement for funds. 


Table 2 
Budgetary revenues 
November April to November 
2004 2005 Change 2004—05 2005-06 Change 
($ millions) (%) ($ millions) (%) 
Tax revenues 
Income taxes 
Personal income tax 7,359 3,718 -49.5 56,589 57,950 2.4 
Corporate income tax 2,087 2,393 14.7 14,817 17,462 17.9 
Other income tax revenue 238 343 44.1 2,008 2,684 332] 
Total income tax 9,684 6,454 -33.4 73,414 78,096 6.4 
Excise taxes and duties 
Goods and services tax selon 3,005 -9.8 21,346 22,997 fia| 
Customs import duties 269 529 eS 2,087 2327 WES 
Sales and excise taxes 845 796 -5.8 6,520 6,458 -1.0 
Air Travellers Security Charge 28 2) -10.7 270 Zo -14.4 
Total excise taxes and duties 4,473 A155 -7.1 30,223 Spd Ws) 5.9 
Total tax revenues 14,157 10,609 “251 103,637 110,109 6.2 
Employment insurance premiums 932 896 2) 10,872 10,902 0.3 
Other revenues 1,193 1A || bs) 10,201 S217 -19.4 
Total budgetary revenues 16,282 12,716 -21.9 124,710 129,228 3.6 


Note: Totals may not sum due to rounding. 
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Table 3 
Budgetary expenses 


November April to November 
2004 2005 Change 2004-05 2005—06 Change 
($ millions) (%) ($ millions) (%) 
Transfer payments 
Transfers to persons 
Elderly benefits Pa Se) 2,433 3.4 18,465 19,25] 4.3 
Employment insurance benefits GICs) 1,050 -5.9 9,167 8,990 -1.9 
Total 3,469 3,483 0.4 27,032 28,241 Dan 
Transfers to other levels of government 
Support for health and 
other social programs 
Canada Health Transfer 1,054 1,583 8,433 12,667 
Canada Social Transfer 652 685 pod Wl) 5,483 
Health Reform Transfer IP) 0 1,000 0 
Canada Health and Social Transfer 23 0 23 0 
Total 1,854 2,268 22,3 14,673 18,150 Zoek 
Fiscal transfers 876 1,045 19.3 7,446 8,492 14.0 
Canada’s cities and communities 0 0 n/a 0 394 n/a 
Alternative Payments for 
Standing Programs -210 -261 24.3 -1,783 =.959 al 
Total 2,520 3,052 Zit 20330 25,097 23.4 
Subsidies and other transfers 
Agriculture 251 133 -47.0 S72 738 29.0 
Foreign Affairs 158 181 14.6 1,383 1,385 0.1 
Health 194 173 -10.8 a hy? 1,203 2.6 
Human Resources Development 216 129 -40.3 22 818 ia 8) 
Indian and Northern Development 352 562 598] 2,891 B239 12.0 
Industry and Regional Development 143 118 cilia 1,178 1,247 = 
Other 194 475 144.8 2,268 2,666 lds 
Total 1,508 Ne 17.4 10,186 11,296 10.9 
Total transfer payments 7,497 8,306 10.8 58,154 64,634 et 
Other program expenses 
Crown corporation expenses 
Canadian Broadcasting Corporation 54 100 Saez Tp 868 ZS 
Canada Mortgage and 
Housing Corporation 140 |i? 229) 1,340 1,366 Ne) 
Other le 63 -46.2 1,244 1,154 -7.2 
Total one 335 Tat 298 3,388 OR? 
Defence 1,080 1,249 (E.G 8,111 9,540 LES 
All other departments and agencies 2,798 2,966 6.0 2557 22,558 4.6 
Total other program expenses 4,189 4,550 8.6 33,025 35,486 Be) 
Total program expenses 11,686 12,856 10.0 91,179 100,120 9.8 
Public debt charges 2,909 2,990 Das 23,219 22,789 -1.9 
Total budgetary expenses 14,595 15,846 8.6 114,398 122.909 7.4 


Note: Totals may not sum due to rounding. 
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Table 4 


Budgetary balance and financial source/requirement 


November April to November 
2004 2005 2004-05 2005—06 
($ millions) 
Budgetary balance (deficit/surplus) 1,687 -3,130 LOS 12 6,319 
Non-budgetary transactions 
Capital investing activities -180 -196 -836 -1,171 
Other investing activities -156 -294 -1,434 -2,731 
Pension and other accounts -432 -16 -2,100 -549 
Other activities 
Accounts payable, receivables, accruals 
and allowances 827 3,659 -4,733 -6,107 
Foreign exchange activities 3,866 -314 4,045 544 
Amortization of tangible capital assets 224 235 1,818 2,033 
Total other activities 4,917 3,576 1,130 -3,530 
Total non-budgetary transactions 4,149 3,070 -3,240 -7,981 
Net financial source/requirement 5,836 -60 7072 -1,662 
Note: Totals may not sum due to rounding. 
Table 5 
Financial source/requirement and net financing activities 
November April to November 
2004 2005 2004-05 2005—06 
($ millions) 
Net financial source/requirement 5,836 -60 7,072 - 1,662 
Net increase (+)/decrease (-) in financing activities 
Unmatured debt transactions 
Canadian currency borrowings 
Marketable bonds 1,005 BS -7,921 -1,410 
Treasury bills 5,050 900 6,850 -2,500 
Canada Savings Bonds = 357 -448 -1,704 -945 
Other -| -15 -27 -196 
Total 4,697 3,690 -2,802 -5,051 
Foreign currency borrowings -3,831 -218 -5,257 -3,498 
Total 866 3,472 -8,059 -8,549 
Obligations related to capital leases Bi -15 -9 63 
Net change in financing activities 897 3,457 -8,068 -8,486 
Change in cash balance 6733 Sow l, -996 -10,148 


Note: Totals may not sum due to rounding. 
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Table 6 
Condensed statement of assets and liabilities 
March 31, 2005 November 30, 2005 Change 
($ millions) 
Liabilities 
Accounts payable, accruals and allowances 90,473 84,319 -6,154 


Interest-bearing debt 
Unmatured debt 
Payable in Canadian dollars 


Marketable bonds 266,570 265,160 -1,410 
Treasury bills 127,199 124,699 -2,500 
Canada Savings Bonds 19,080 [Sas -945 
Other 3,393 3,197 -196 
Subtotal 416,242 411,191 -5,051 
Payable in foreign currencies 16,286 12,788 -3,498 
Obligations related to capital leases US By) 2,995 63 
Total unmatured debt 435,460 426,974 -8,486 
Pension and other accounts 

Public sector pensions 129,579 Ls 1,639 
Other employee and veteran future benefits 41,549 42,588 1,039 
Other pension and other accounts 8,680 5,453 =3. 20) 
Total pension and other accounts 179,808 7259 -549 
Total interest-bearing debt 615,268 606,233 -9,035 
Total liabilities 705,741 690,552 -15,189 

Financial assets 
Cash and accounts receivable 76,281 66,086 -10,195 
Foreign exchange accounts 40,871 40,327 -544 
Loans, investments and advances (net of allowances) 33,860 36,591 Soa 30,0) | 
Total financial assets P02 143,004 -8,008 
Net debt 554,729 547,548 -7,181 
Non-financial assets 54,866 54,004 -862 
Federal debt (accumulated deficit) 499,863 493,544 -6,319 


For additional copies or subscription inquiries, please contact the Distribution Centre at (613) 995-2855. 
For other inquiries about this publication, contact Paul Rochon at (613) 996-9447. 

Also available on the Internet (including advance tentative release dates) at www.fin.gc.ca. 
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December 2005: budgetary surplus of $1.0 billion 


There was a budgetary surplus of $1.0 billion in December 2005, up $0.8 billion from 

December 2004. Total budgetary revenues rose $0.7 billion or 4.5 per cent, reflecting strong gains 
in personal income tax receipts, which were $0.7 billion or 8.3 per cent higher. Program expenses 
were relatively unchanged in December, rising $0.1 billion or 0.4 per cent. Public debt charges 
were $0.1 billion lower. The December results incorporate $0.3 billion in tax reduction measures— 
the increase in the basic personal amount and the reduction in the 16-per-cent tax rate to 

15 per cent—which pertain to the month. 


April to December 2005: budgetary surplus of $7.3 billion 


For the first nine months of the 2005—06 fiscal year (April to December), the budgetary surplus 
is estimated at $7.3 billion, $3.2 billion lower than the $10.5-billion surplus reported in the same 
period of 2004—05. The decline in the surplus through December reflects in part the inclusion of 
the estimated $4.0-billion cost of personal income tax measures, noted above, pertaining to the 
full 2005 tax year. Budgetary revenues were up $5.2 billion or 3.7 per cent. Program expenses 
were up $9.0 billion or 8.6 per cent, primarily due to higher transfers to the provinces and 
territories for health care and equalization/Territorial Formula Financing (TFF). Public debt 
charges were $0.5 billion lower. 


December 2005 

There was a budgetary surplus of $1.0 billion 
in December 2005, up $0.8 billion from 
December 2004. 


¢ Corporate income tax revenues fell 
$0.2 billion or 6.3 per cent, reflecting 
weaker gross receipts and lower settlement 


ts relative to D ber 2004. 
Budgetary revenues rose $0.7 billion or i dae aera a 


4.5 per cent to $16.3 billion. 


¢ Personal income tax receipts were up 
$0.7 billion or 8.3 per cent. Receipts in 
December are net of the $0.3-billion cost of 
the increase in the basic personal amount 
and the reduction in the 16-per-cent tax rate 
to 15 per cent that pertain to the month. 


¢ Other income tax receipts—withholdings 
from non-residents—increased significantly 
in December, reflecting increases in 
dividends and other payments to 
non-residents. 


¢ Excise taxes and duties fell $0.1 billion or 
2.4 per cent. Goods and services tax (GST) 
revenues declined 2.2 per cent, reflecting 


Canada 
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relatively weak growth in gross GST 
receipts. Customs import duties were up 
$33 million, while sales and excise taxes 
were down $63 million. Revenues from the 
Air Travellers Security Charge were down 
$2 million. 


¢ Employment insurance (EI) premiums 
declined 4.5 per cent. 


* Other revenues, consisting of revenues 
from Crown corporations, sales of goods 
and services and foreign exchange revenues, 
were up 13.4 per cent. Other revenues can 
be volatile on a monthly basis. 


Program expenses in December 2005 were 
$12.8 billion, up just $0.1 billion or 

0.4 per cent from December 2004. Transfers 

to other levels of government were up strongly, 
but lower operating expenses of departments 
and agencies offset this increase. 


Transfer payments were up $0.7 billion or 
93 percent. 


¢ Major transfers to persons, consisting of 
elderly and EI benefits, were up $28 million 
or 0.8 per cent. Elderly benefits increased 
3.1 per cent due to both higher average 
benefits, which are indexed to Consumer 
Price Index inflation, and an increase in the 
number of individuals eligible for benefits. 
EI benefit payments decreased 3.8 per cent, 
reflecting a decline in regular benefits. 


¢ Major transfers to other levels of 
government, consisting of federal transfers 
in support of health and other social 
programs (Canada Health Transfer and 
Canada Social Transfer), fiscal transfers, 
transfers to provinces on behalf of Canada’s 
cities and communities, and Alternative 
Payments for Standing Programs, were up 
$0.7 billion or 27.2 per cent. The increase 
in federal transfers in support of health and 
other social programs and higher fiscal 


transfers largely reflect increased funding 
under the 2004 agreements on health care 
and equalization/TFF. 


¢ Subsidies and other transfers declined by 
1.0 per cent. This component is volatile on 
a monthly basis. 


Other program expenses consist of transfers to 
Crown corporations and operating expenses of 
departments and agencies, including National 
Defence. On a year-over-year basis, these 
expenses fell $0.7 billion or 13.4 per cent, 
largely reflecting lower spending by National 
Defence because of a one-time adjustment for 
Defence inventory and capital assets in 
December 2004. 


Public debt charges decreased by $0.1 billion 
or 4.4 per cent due to a decrease in the average 
effective interest rate on the debt. 


April to December 2005 


In the first nine months of the 2005—06 fiscal 
year, there was a budgetary surplus of 

$7.3 billion, $3.2 billion below the 
$10.5-billion surplus reported in the same 
period of 2004—05. This decline reflects 

in part the inclusion of the costs of the 
above-mentioned tax measures. 


Revenues and expenses 
(April-December 2005) 


$ billions Revenues 
Expenses 

El premiums cerca 
Other revenues 


Subsidies and 
other transfers 


Public 
ae debt charges 


12.9 


_ Corporate 
income taxes 


Transfers to other 
levels of gov't 


Excise taxes 


28.4 
and duties : 


Transfers to 
“persons 


Personal 
income taxes 

Other program 
39.8 expenses 


145.6 138.2 


Budgetary revenues were up $5.2 billion or 
3.7 per cent to $145.6 billion. 


e Personal income tax revenues rose 


$2.0 billion or 3.1 per cent. 


Corporate income tax revenues were up 
$2.5 billion or 14.2 per cent, reflecting gains 
in corporate profitability in 2005. 


Excise taxes and duties rose $1.7 billion 

or 5.1 per cent. GST revenues increased 
$1.6 billion or 6.8 per cent, broadly 
consistent with the growth rate of retail 
sales of 6.7 per cent over the same period. 
Customs import duties were up 

11.8 per cent. Sales and excise taxes were 
down 1.6 per cent, while the Air Travellers 
Security Charge was down 13.8 per cent, 
reflecting reductions in the charge effective 
April 1, 2005. 

EI premiums were down 0.1 per cent, as the 
impact of the reduction in premium rates in 
January 2005 more than offset the increase 
in the number of people employed. 


Budgetary balance 
$ billions : % of GDP 


[_] left scale — right scale 


-40 " 


1994- 1996- 1998- 2000- 2002- 2004- 
1995 1997 1999 2001 2003 2005 


Sources: Department of Finance and Statistics Canada. 
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¢ Other revenues were down $1.9 billion or 
17.5 per cent, reflecting the impact of the 
one-time gain ($2.6 billion) from the sale 
of the Government’s remaining shares in 
Petro-Canada in September 2004. 


Program expenses in the April to 

December 2005 period were $112.9 billion, 
up $9.0 billion or 8.6 per cent from the same 
period of 2004—05, with most of the increase 
attributable to higher transfers to provinces 
and territories for health care and 
equalization/TFF. Public debt charges 
declined by $0.5 billion. 


Transfer payments, which account for nearly 
two-thirds of total program expenses, 
increased by $7.2 billion or 10.9 per cent. 


¢ Transfers to persons advanced by 
2.0 per cent. Elderly benefits were up 
4.1 per cent while EI benefits were down 
2.2 per cent. The year-to-date decline in 
EI benefits is mainly attributable to a 
decline in regular benefits, which is in turn 
due to improved labour market conditions 
compared to the same period in 2004-05. 


Federal debt 
(accumulated deficit) 


$ billions % of GDP 
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Sources: Department of Finance and Statistics Canada. 
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¢ Transfers to other levels of government were 
up $5.5 billion or 23.8 per cent, reflecting 
the impact of the 2004 agreement on health 
care and the new framework for equalization 
and TFF. 


¢ Subsidies and other transfers increased by 
9.3 per cent, reflecting the impact of 
measures from recent budgets. 


Other program expenses increased by 
4.7 per cent. 


Public debt charges were down 2.1 per cent 
due to a decline in the stock of interest-bearing 
debt and a decline in the average effective 
interest rate on that debt. 


Financial source of $0.1 billion 
for April to December 2005 


The budgetary balance is presented on a full 
accrual basis of accounting, recording 
government assets and liabilities when they are 
receivable or incurred, regardless of when the 
cash 1s received or paid. In contrast, the 
financial source/requirement measures the 
difference between cash coming in to the 
Government and cash going out. This measure 
is affected not only by changes in the 
budgetary balance but also by the cash 
source/requirement resulting from the 
Government’s investing activities through its 
acquisition of capital assets and its loans, 
financial investments and advances, as well as 
from other activities, including payment of 
accounts payable and collection of accounts 
receivable, foreign exchange activities, and the 
amortization of its tangible capital assets. The 
difference between the budgetary balance and 
financial source/requirement is recorded in 
non-budgetary transactions. 


Non-budgetary transactions resulted in a net 
requirement of $7.2 billion in the April-to- 
December period, up $3.1 billion from the 
requirement in the same period of 2004—0S. 
This increase largely reflects the sale of 

the Government’s remaining shares in 
Petro-Canada in September 2004, as well as 
a decrease in the source of funds arising 
from foreign exchange activities. 


With a budgetary surplus of $7.3 billion and 
a net requirement of $7.2 billion from 
non-budgetary transactions, there was a 
financial source of $0.1 billion in the first 
nine months of 2005—06 compared to a 
financial source of $6.4 billion in the same 
period of 2004—05. 


Net financing activities 
down $12.7 billion 


The Government used this financial source of 
$0.1 billion and a reduction in its cash 
balances of $12.7 billion to reduce its market 
debt by $12.7 billion by the end of 
December 2005, largely through a reduction 
of marketable bonds and foreign currency 
borrowings. The level of cash balances varies 
from month to month based on a number 

of factors including periodic large debt 
maturities, which can be quite volatile on a 
monthly basis. Cash balances at the end of 
December stood at $4.5 billion. 
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Table | 
Summary statement of transactions 


December April to December 


2004 2005 2004—05 2005—06 


($ millions) 


Budgetary transactions 


Revenues 15,637, 16,336 140,348 145,563 
Expenses 
Program expenses -12,768 -12,818 -103,949 -112,937 
Public debt charges -2,639 -2,522 -25,858 -25,310 
Budgetary balance (deficit/surplus) 230 996 10,541 TERNS 
Non-budgetary transactions -898 730 -4,133 -7,247 
Financial source/requirement -668 1,726 6,408 69 
Net change in financing activities -11,562 -4,242 -19,630 -12,730 
Net change in cash balances -12,230 -2,516 Sia. 22 2 -12,661 
Cash balance at end of period 4,024 4,458 


Note: Positive numbers indicate net source of funds. Negative numbers indicate net requirement for funds. 


Table 2 
Budgetary revenues 
December April to December 
2004 2005 Change 2004—05 2005—06 Change 
($ millions) (%) ($ millions) (%) 
Tax revenues 
Income taxes 
Personal income tax VesBP) 8,486 8.3 64,424 66,435 Sel 
Corporate income tax 2,680 2.512 -6.3 17,497 19,974 14.2 
Other income tax revenue 284 530 86.6 ZOO? 3,214 40.2 
Total income tax 10,799 11528 6.8 84,213 89,623 6.4 
Excise taxes and duties 
Goods and services tax 2,208 2,160 -2.2 23,554 25157. 6.8 
Customs import duties DEY 265 14.2 2319 Ze! 11.8 
Sales and excise taxes 875 812 fee 7,394 OT? -1.6 
Air Travellers Security Charge 28 26 -7.1 298 25 -13.8 
Total excise taxes and duties 3,343 3,263 =A 33,565 35,278 | 
Total tax revenues 14,142 14,791 4.6 LiF77s 124,901 6.0 
Employment insurance premiums 840 802 -4.5 ie Ale 11,704 -0.1 
Other revenues 655 743 13.4 10,857 8,958 -17.5 
Total budgetary revenues 15,637 16,336 4.5 140,348 145,563 Sh) 


Note: Totals may not sum due to rounding. 
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Table 3 
Budgetary expenses 


December April to December 
2004 2005 Change 2004-05 2005—06 Change 
($ millions) (%) ($ millions) (%) 
Transfer payments 
Transfers to persons 
Elderly benefits Papexovl 2,441 3y 20,832 21698 4.1 
Employment insurance benefits 1,200 1,154 -3.8 10,367 10,144 -2.2 
Total 3,507 3995 0.8 SAIS) 313837 2.0 
Transfers to other levels of government 
Support for health and 
other social programs 
Canada Health Transfer 1,054 1,583 9,488 14,250 
Canada Social Transfer 652 685 5,869 6,169 
Health Reform Transfer 125 0 1125 0 
Canada Health and Social Transfer -23 0 0 0 
Total 1,808 2,268 25.4 16,482 20,419 23.9 
Fiscal transfers 1,007 1,044 Sei 8,454 9557) 12.8 
Canada’s cities and communities 0 262 n/a 0 656 n/a 
Alternative Payments for 
Standing Programs -210 -261 DAS -1,993 -2,200 10.4 
Total 2,605 32513 27.2 22,943 28,412 23.8 
Subsidies and other transfers 
Agriculture 108 178 64.8 680 916 34.7 
Foreign Affairs 316 21S -32.0 1,699 1,600 -5.8 
Health 87 136 56.3 1,259 1,340 6.4 
Human Resources Development 64 94 46.9 786 912 16.0 
Indian and Northern Development 380 380 0.0 S27 3,619 10.6 
Industry and Regional Development 213 205 -3.8 1391 1,452 4.4 
Other 410 354 -13.6 2,678 3,019 | ees: 
Total 1,578 1,562 -1.0 11,764 12,858 93 
Total transfer payments aU) 8,470 93 65,906 T3AAOF 10.9 
Other program expenses 
Crown corporation expenses 
Canadian Broadcasting Corporation 9] 110 20.9 864 978 132 
Canada Mortgage and 
Housing Corporation Ie) 170 -2.9 LOLS 1,536 1.4 
Other 285 196 -31.2 1,530 ey -11.7 
Total 551 476 -13.6 SEE) 3,865 -1.1 
Defence 1,640 1,226 -25,2 9,749 10,766 10.4 
All other departments and agencies 2.027 2,646 -6.4 24,385 25,199 BS) 
Total other program expenses 5,018 4,348 -13.4 38,043 39,830 4.7 
Total program expenses 12,768 12,818 0.4 103,949 112937 8.6 
Public debt charges 2,639 Zoe. -4.4 25,858 Zoo ho -2.1 
Total budgetary expenses 15,407 15,340 -0.4 129,807 138,247 6.5 


Note: Totals may not sum due to rounding. 
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Table 4 
Budgetary balance and financial source/requirement 
December April to December 
2004 2005 2004-05 2005—06 
($ millions) 
Budgetary balance (deficit/surplus) 230 996 10,541 (2316 
Non-budgetary transactions 
Capital investing activities -169 -343 -1,003 -1,514 
Other investing activities 50 -45 -1,383 -2,776 
Pension and other accounts 691 239 -1,408 -308 


Other activities 
Accounts payable, receivables, accruals 


and allowances -1,894 -1,166 -6,626 =/29'0 
Foreign exchange activities -86 1,769 3,959 2,515 
Amortization of tangible capital assets 510 276 PSV ae 2,509 

Total other activities -1,470 879 -339 -2,649 
Total non-budgetary transactions -898 730 -4,133 -7,247 
Net financial source/requirement -668 726 6,408 69 


Note: Totals may not sum due to rounding. 


Table 5 
Financial source/requirement and net financing activities 


December April to December 
2004 2005 2004-05 2005—06 


($ millions) 
Net financial source/requirement -668 L126 6,408 69 


Net increase (+)/decrease (-) in financing activities 
Unmatured debt transactions 
Canadian currency borrowings 


Marketable bonds -7,989 -6,582 -15,911 -7,992 
Treasury bills -3,200 2,400 3,650 -100 

Canada Savings Bonds -165 -423 -1,868 -1,368 

Other 0 -8 -27 -205 

Total -11,354 -4,613 -14,156 -9,665 

Foreign currency borrowings -285 368 -5,542 -3,131 

Total -11,639 -4,245 -19,698 -12,796 
Obligations related to capital leases 10 3 68 66 

Net change in financing activities -11,562 -4,242 -19,630 -12,730 
Change in cash balance -12,230 -2,516 -13,222 -12,661 


Note: Totals may not sum due to rounding. 
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Table 6 
Condensed statement of assets and liabilities 
March 31, 2005 December 31, 2005 Change 
($ millions) 
Liabilities 
Accounts payable, accruals and allowances 90,473 80,245 -10,228 


Interest-bearing debt 
Unmatured debt 
Payable in Canadian dollars 


Marketable bonds 266,570 258,578 -7,992 
Treasury bills 1275199 127,099 -100 
Canada Savings Bonds 19,080 DZ -1,368 
Other 3,393 3,188 -205 
Subtotal 416,242 406,577 -9,665 
Payable in foreign currencies 16,286 NEE NESS) -3,131 
Obligations related to capital leases 2952 Ji ke. 66 
Total unmatured debt 435,460 422,730 -12,730 
Pension and other accounts 

Public sector pensions 129,579 131,268 1,689 
Other employee and veteran future benefits 41,549 42,719 1178 
Other pension and other accounts 8,680 aed 5) -3,167 
Total pension and other accounts 179,808 179,500 -308 
Total interest-bearing debt 615,268 602,230 -13,038 
Total liabilities 705,741 682,475 -23,266 

Financial assets 
Cash and accounts receivable 76,281 60,663 -15,618 
Foreign exchange accounts 40,871 38,558 -2,313 
Loans, investments and advances (net of allowances) 33,860 36,636 2,016 
Total financial assets 151,012 [35,850 =L5,155 
Net debt 554,729 546,618 -8,111 
Non-financial assets 54,866 54,071 -795 
Federal debt (accumulated deficit) 499,863 492,547 -7,316 


For additional copies or subscription inquiries, please contact the Distribution Centre at (613) 995-2855. 
For other inquiries about this publication, contact Paul Rochon at (613) 996-9447. 

Also available on the Internet (including advance tentative release dates) at www.fin.gc.ca. 

Ce document est également offert en francals. 
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Highlights 


January 2006: budgetary surplus of $1.7 billion 


There was a budgetary surplus of $1.7 billion in January 2006, down $0.7 billion from \\ 
January 2005. Total budgetary revenues rose $1.3 billion, reflecting solid growth in all major % 


tax streams. Program expenses were up $2.2 billion, reflecting the impact of $0.8 billion in 
assistance for grain and oilseed producers and $0.6 billion related to the Energy Cost Benefit. 


Public debt charges were $0.2 billion lower. 


April 2005 to January 2006: budgetary surplus of $9.0 billion 


For the first 10 months of the 2005—06 fiscal year (April to January), the budgetary surplus is 
estimated at $9.0 billion, down $3.9 billion from the $12.9-billion surplus reported in the same 
period of 2004—05. Budgetary revenues were up $6.5 billion or 4.1 per cent. This gain is net 

of the $4.0-billion cost of the personal income tax reduction measures announced in the 
November 2005 Economic and Fiscal Update pertaining to the 2005 tax year. Program expenses 
were up $11.1 billion or 9.5 per cent, primarily due to higher transfers to the provinces and 
territories for health care and equalization/Territorial Formula Financing (TFF). Public debt 


charges were $0.7 billion lower. 


January 2006 


There was a budgetary surplus of $1.7 billion 
in January 2006, down $0.7 billion from 
January 2005. 


Budgetary revenues rose $1.3 billion or 
6.9 per cent to $20.2 billion. 


* Personal income tax receipts were up 
$1.0 billion or 11.5 per cent, primarily due 
to stronger source deductions from 
employment income. 


¢ Corporate income tax revenues rose 
$0.2 billion or 10.2 per cent, reflecting 
ongoing profitability in the 
corporate sector. 

* Other income tax receipts—withholdings 
from non-residents—rose 14.7 per cent. 


[ee Department of Finance Ministere des Finances 
Canada Canada 


¢ Excise taxes and duties rose $0.2 billion or 


5.3 per cent, largely due to a $0.2-billion 
or 7.1-per-cent increase in goods and 
services tax (GST) revenues. Customs 
import duties were up $52 million, while 
sales and excise taxes were down 

$49 million. Revenues from the Air 
Travellers Security Charge were down 
$6 million. 


Employment insurance (EI) premiums 
declined by 11.3 per cent, reflecting the 
decline in the premium rate from $1.95 to 
$1.87 per $100 of insurable earnings, 
effective January 1, 2006. 


Canada 
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¢ Other revenues, consisting of revenues from 
Crown corporations, sales of goods and 
services and foreign exchange revenues, 
were down 3.0 per cent. Other revenues can 
be volatile on a monthly basis. 


Program expenses in January 2006 were 
$15.8 billion, up $2.2 billion or 15.8 per cent 
from January 2005. 


Transfer payments were up $1.5 billion or 
[dsl per cent 


¢ Major transfers to persons, consisting of 
elderly and EI benefits, were up $84 million 
or 2.1 per cent. Elderly benefits increased 
5.5 per cent due to both higher average 
benefits, which are indexed to Consumer 
Price Index inflation, and an increase in 
the number of individuals eligible for 
benefits. EI benefit payments decreased 
2.8 per cent, reflecting a decline in regular 
benefits. 


¢ Major transfers to other levels of 
government, consisting of federal transfers 
in support of health and other social 
programs (Canada Health Transfer and 
Canada Social Transfer), fiscal transfers, 
transfers to provinces on behalf of Canada’s 
cities and communities, and Alternative 
Payments for Standing Programs, were up 
$0.5 billion or 20.6 per cent. The increase in 
federal transfers in support of health and 
other social programs and higher fiscal 
transfers largely reflect increased funding 
under the 2004 agreements on health care 
and equalization/TFF. 


¢ Subsidies and other transfers increased 
by $0.9 billion or 46.7 per cent, largely 
reflecting transfers under the Grains and 
Oilseeds Payment Program (Agriculture 
and Agri-Food Canada) and the Energy 
Cost Benefit (Canada Revenue 
Agency and Human Resources and 
Social Development). 


Other program expenses consist of transfers to 
Crown corporations, operating expenses for 
departments and agencies including National 
Defence, and the ongoing assessment of the 
Government’s liabilities. These expenses 
increased by $0.6 billion or 12.0 per cent. 


Public debt charges decreased by $0.2 billion 
or 6.3 per cent due to a decrease in the average 
effective interest rate on the debt. 


April 2005 to January 2006 


In the first 10 months of the 2005—06 fiscal 
year, there was a budgetary surplus of 

$9.0 billion, $3.9 billion below the 
$12.9-billion surplus reported in the same 
period of 2004—0S. 


Budgetary revenues were up $6.5 billion or 
4.1 per cent to $165.7 billion. 


¢ Personal income tax revenues rose 
$3.0 billion or 4.1 per cent. This gain is net 
of the $4.0-billion cost of the personal 
income tax reduction measures announced 
in the November 2005 Economic and Fiscal 
Update pertaining to the 2005 tax year. 


* Corporate income tax revenues were up 
$2.7 billion or 13.7 per cent, reflecting gains 
in corporate profitability in 2005. 


Revenues and expenses 
(April 2005-January 2006) 


$ billions Revenues 


Expenses 


Elpremiums 13.4) Subsidies and 
~~ other transfers 


Public 
~~ debt charges 


Other revenues 


Corporate 
income taxes 


Excise taxes 


Transfers to other 
and duties : 


levels of gov't 


Transfers to 
™ persons 


Personal 
income taxes 
Other program 
‘© expenses 


165.7 156.7 


¢ Other income tax revenues increased by 
$1.0 billion or 34.9 per cent, reflecting 
increased dividend payments to 
non-residents. 


_ Excise taxes and duties rose $1.9 billion 
or 5.1 per cent. GST revenues increased 
$1.8 billion or 6.8 per cent, broadly 
consistent with the growth rate of retail 
sales of 6.6 per cent over the same period. 
Customs import duties were up 

12.9 per cent. Sales and excise taxes were 
down 2.1 per cent, while the Air Travellers 
Security Charge was down 14.2 per cent, 
reflecting reductions in the charge effective 
April 1, 2005. 


EI premiums were down 1.6 per cent, as the 
impact of the reduction in the premium rate 
in January 2005 more than offset the 
impact of higher employment and wages 
and salaries. 


Other revenues were down $1.9 billion or 
16.0 per cent, reflecting the impact of the 
one-time gain ($2.6 billion) from the sale of 
the Government’s remaining shares in 
Petro-Canada in September 2004. 


Budgetary balance 


$ billions % of GDP 
30 6 
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-40 8 
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Sources: Department of Finance Canada and Statistics Canada. 
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Program expenses in the April 2005 to 
January 2006 period were $128.7 billion, up 
$11.1 billion or 9.5 per cent over the same 
period of 2004—05, with most of the increase 
attributable to higher transfers to provinces 
and territories for health care and 
equalization/TFF. Public debt charges declined 
by $0.7 billion. 


Transfer payments, which account for nearly 
two-thirds of total program expenses, 
increased by $8.7 billion or 11.7 per cent. 


¢ Transfers to persons advanced by 
2.1 per cent. Elderly benefits were up 
4.3 per cent while EI benefits were down 
2.2 per cent. The year-to-date decline in EI 
benefits is mainly attributable to a decline in 
regular benefits, which is in turn due to 
improved labour market conditions 
compared to the same period in 2004—0S. 


¢ Transfers to other levels of government were 
up $6.0 billion or 23.5 per cent, reflecting 
the impact of the 2004 agreement on health 
care and the new framework for equalization 
and TFF. 


Federal debt 
(accumulated deficit) 


$ billions % of GDP 
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¢ Subsidies and other transfers increased 
by 14.7 per cent, reflecting the impact 
of measures from recent budgets as well 
as transfers under the Grains and Oilseeds 
Payment Program and the Energy 
Cost Benefit. 


Other program expenses increased by 
5.6 percent: 


Public debt charges were down 2.5 per cent 
due to a decline in the stock of interest-bearing 
debt and a decline in the average effective 
interest rate on that debt. 


Financial source of $3.8 billion for 
April 2005 to January 2006 


The budgetary balance is presented on a full 
accrual basis of accounting, recording 
government assets and liabilities when they are 
receivable or incurred, regardless of when the 
cash is received or paid. In contrast, the 
financial source/requirement measures the 
difference between cash coming in to the 
Government and cash going out. This measure 
is affected not only by changes in the 
budgetary balance but also by the cash 
source/requirement resulting from the 
Government’s investing activities through its 
acquisition of capital assets and its loans, 
financial investments and advances, as well as 
from other activities, including payment of 
accounts payable and collection of accounts 
receivable, foreign exchange activities, and 
the amortization of its tangible capital assets. 
The difference between the budgetary balance 
and financial source/requirement is recorded 
in non-budgetary transactions. 


Non-budgetary transactions resulted in a net 
requirement of $5.2 billion in the April-to- 
January period, up $0.2 billion from the 
requirement in the same period of 2004—0S. 


With a budgetary surplus of $9.0 billion and a 
net requirement of $5.2 billion from non- 
budgetary transactions, there was a financial 
source of $3.8 billion in the first 10 months of 
2005—06 compared to a financial source of 
$7.9 billion in the same period of 2004—05. 


Net financing activities down $18.2 billion 


The Government used this financial source 
of $3.8 billion and a reduction in its cash 
balances of $14.4 billion to reduce its market 
debt by $18.2 billion by the end of January 
2006, largely through a reduction of 
marketable bonds and treasury bills. The level 
of cash balances varies from month to month 
based on a number of factors including 
periodic large debt maturities, which can 

be quite volatile on a monthly basis. Cash 
balances at the end of January stood at 

$2.7 billion. 
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Table | 
Summary statement of transactions 


January April to January 


2005 2006 2004—05 2005—06 


($ millions) 


Budgetary transactions 


Revenues 18,856 20,150 159,202 165,713 
Expenses 
Program expenses -13,638 -15,793 -117,587 -128,729 
Public debt charges -2,857 -2,676 -28,714 -27,986 
Budgetary balance (deficit/surplus) ZOO 1,681 12,901 8,998 
Non-budgetary transactions -880 2,023 -5,014 -5,226 
Financial source/requirement 1,481 3,704 7,887 S32 
Net change in financing activities -2,027 -5,434 -21,657 -18,163 
Net change in cash balances -546 -1,730 -13,770 -14,391 
Cash balance at end of period 3,480 PE TBAW 


Note: Positive numbers indicate net source of funds. Negative numbers indicate net requirement for funds. 


Table 2 
Budgetary revenues 
January April to January 
2005 2006 Change 2004—05 2005-06 Change 
($ millions) (%) ($ millions) (%) 
Tax revenues 
Income taxes 
Personal income tax 8,677 9,673 is TES 76,108 4.1 
Corporate income tax 235 2,599 10.2 19,854 TUES: L3a7, 
Other income tax revenue 607 696 14.7 2,899 3,910 34.9 
Total income tax 11,642 12,968 11.4 95,854 102,591 Hal) 
Excise taxes and duties 
Goods and services tax 3,125 3,346 TA 26,679 28,502 6.8 
Customs import duties 192 244 OIE | een 2,836 12.9 
Sales and excise taxes 759 710 -6.5 8,154 7,983 -2.1 
Air Travellers Security Charge 28 ee) -21.4 325 Zo -14.2 
Total excise taxes and duties 4,104 (a Bpae DAS. 37,669 39,600 Sel 
Total tax revenues 15,746 17,290 9.8 1335525 142,191 6.5 
Employment insurance premiums 1,891 1,677 -11.3 13,604 13,381 -1.6 
Other revenues 1219 Peis3 -3.0 22075 10,141 -16.0 
Total budgetary revenues 18,856 20,150 6.9 159,202 165.713 4.1 


Note: Totals may not sum due to rounding. 
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Table 3 
Budgetary expenses 


January April to January 
2005 2006 Change 2004—05 2005—06 Change 
($ millions) (%) ($ millions) (%) 
Transfer payments 
Transfers to persons 
Elderly benefits 2,302 2,491 1) 23,194 24,184 43 
Employment insurance benefits LON 1,570 -2.8 11,982 11,714 -2.2 
Total Sey 4,061 Zl 35,176 35,898 Za 
Transfers to other levels of government 
Support for health and 
other social programs 
Canada Health Transfer 1,054 E583 502 10,542 15,833 50.2 
Canada Social Transfer 652 685 Bal 6521 6,854 Sal 
Health Reform Transfer 125 0 n/a 1250 0 n/a 
Total 1,831 2,268 PIES) 18,313 22,687 23.9 
Fiscal transfers 933 12059 1S O38) 103597 12.9 
Canada’s cities and communities 0 14 n/a 0 670 n/a 
Alternative Payments for 
Standing Programs -210 -261 24.3 -2,203 -2,461 Wie 
Total 2,554 3,080 20.6 25,497 31,493 Py 
Subsidies and other transfers 
Agriculture 146 TW 432.2 826 1,693 105.0 
Foreign Affairs 310 B35 7.4 2,010 1,933 -3.8 
Health 234 207 -11.5 1,494 1,547 ep) 
Human Resources Development 264 232 -12.1 1,050 1,144 0 
Indian and Northern Development 347 368 6.1 3,618 3,986 10.2 
Industry and Regional Development 100 159 59.0 1,491 1,610 8.0 
Other 523 850 43.4 3269 Soil 18.4 
Total 1,994 2926 46.7 135798 15,784 14.7 
Total transfer payments 8,525 10,067 18.1 74,431 eps) Ly 
Other program expenses 
Crown corporation expenses 
Canadian Broadcasting Corporation 108 50 -53.7 972 1,028 5.8 
Canada Mortgage and 
Housing Corporation 170 171 0.6 1,685 L709, ibs 
Other 200 161 -19.5 tiem iow ele) 
Total 478 382 -20.1 4,388 4,246 -3.2 
Defence 1,156 1221 5.6 10,905 11,987 oS 
All other departments and agencies 3,479 4,123 18.5 27,863 29,321 Bw 
Total other program expenses Se ls 126 12.0 43,156 45,554 5.6 
Total program expenses 13,638 15,793 15.8 117,587 128,729 9.5 
Public debt charges 2,857 2,676 -6.3 28,714 27,986 -2.5 
Total budgetary expenses 16,495 18,469 120 146,301 156,915 ‘Tab 


Note: Totals may not sum due to rounding. 
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Table 4 
Budgetary balance and financial source/requirement 


January April to January 
2005 2006 2004-05 2005—06 
($ millions) 
Budgetary balance (deficit/surplus) 2361 1,681 12,901 8,998 
Non-budgetary transactions 
Capital investing activities -86 -300 -1,088 -1,815 
Other investing activities -531 316 -1,914 -2,460 
Pension and other accounts -565 206 -1,974 -103 
Other activities 
Accounts payable, receivables, accruals 
and allowances 928 2ee -5,699 -5,994 
Foreign exchange activities -868 284 3,091 2597) 
Amortization of tangible capital assets 242 240 S70) 2,549 
Total other activities 302 1,801 -38 -848 
Total non-budgetary transactions -880 223 -5,014 -5,226 
Net financial source/requirement 1,481 3,704 7,887 35712 
Note: Totals may not sum due to rounding. 
Table 5 
Financial source/requirement and net financing activities 
January April to January 
2005 2006 2004-05 2005-06 
($ millions) 
Net financial source/requirement 1,481 3,704 7,887 SIPs 
Net increase (+)/decrease (-) in financing activities 
Unmatured debt transactions 
Canadian currency borrowings 
Marketable bonds 387 221 -15,523 =7,771 
Treasury bills -2,450 -5,100 1,200 -5,200 
Canada Savings Bonds -96 -103 -1,964 -1,471 
Other 0 -19 -28 -223 
Total -2,159 -5,001 -16,315 -14,665 
Foreign currency borrowings 69 -428 -5,473 -3,559 
Total -2,090 -5,429 -21,788 -18,224 
Obligations related to capital leases 63 -5 13 61 
Net change in financing activities -2,027 -5,434 -21,657 -18,163 
Change in cash balance -546 SSW) ASTD pao 


Note: Totals may not sum due to rounding. 


The Fiscal Monitor 


Table 6 
Condensed statement of assets and liabilities 
March 31, 2005 January 31, 2006 Change 
($ millions) 
Liabilities 
Accounts payable, accruals and allowances 90,473 84,573 -5,900 


Interest-bearing debt 
Unmatured debt 
Payable in Canadian dollars 


Marketable bonds 266,570 258,799 -7,771 
Treasury bills 127,199 121,999 -5,200 
Canada Savings Bonds 19,080 17,609 -1,471 
Other 3,393 Balen) -223 
Subtotal 416,242 401,577 -14,665 
Payable in foreign currencies 16,286 L207 27 -3,559 
Obligations related to capital leases Uy) 2,993 61 
Total unmatured debt 435,460 BAL U) -18,163 
Pension and other accounts 

Public sector pensions 129,579 131,281 1,702 
Other employee and veteran future benefits 41,549 42,848 1,299 
Other pension and other accounts 8,680 a0 -3,104 
Total pension and other accounts 179,808 WO OS -103 
Total interest-bearing debt 615,268 597,002 -18,266 
Total liabilities 705,741 681,575 -24,166 

Financial assets 
Cash and accounts receivable 76,281 61,984 -14,297 
Foreign exchange accounts 40,871 38,274 -2,597 
Loans, investments and advances (net of allowances) 33,860 36,320 2,460 
Total financial assets LO? 136,578 -14,434 
Net debt 554,729 544,997 -9,732 
Non-financial assets 54,866 54,132 -734 
Federal debt (accumulated deficit) 499,863 490,865 -8,998 


For additional copies or subscription inquiries, please contact the Distribution Centre at (613) 995-2855. 
For other inquiries about this publication, contact Chris Forbes at (613) 995-6391. 

Also available on the Internet (including advance tentative release dates) at www.fin.gc.ca. 
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Highlights 


February 2006: budgetary surplus of $4.1 billion 


There was a budgetary surplus of $4.1 billion in February 2006, down $1.7 billion from February 2005 
Total budgetary revenues were $0.1 billion lower, primarily due to a $0.6-billion decline in corporate 
income tax revenues. This decline is primarily due to an increase in refunds to the non-energy 
manufacturing sector. Program expenses were up $1.6 billion, primarily reflecting higher transfer 
payments to the provinces and territories as specified under the 2004 agreements on health care and 
equalization/Territorial Formula Financing (TFF). Public debt charges were flat compared to the same 
month last year. 


April 2005 to February 2006: budgetary surplus of $13.1 billion 


For the first 11 months of the 2005-06 fiscal year (April to February), the budgetary surplus is estimated 
at $13.1 billion, down $5.6 billion from the $18.7-billion surplus reported in the same period of 2004-05. 
Budgetary revenues were up $6.4 billion or 3.6 per cent. This gain is net of the $4.7-billion cost of the 
personal income tax reduction measures pertaining to the 2005 tax year and the first two months of this 
year. Program expenses were up $12.7 billion or 9.9 per cent, primarily due to higher transfers to the 
provinces and territories for health care and equalization/TFF. Public debt charges were $0.7 billion 
lower. A full update of the fiscal projections for the year as a whole, including the year-end accrual 
adjustments, will be provided in the budget. 


February 2006 


There was a budgetary surplus of $4.1 billion payments were weaker than in February last 
in February 2006, down $1.7 billion from year, due in part to lower settlement 
February 2005. payments from the non-energy 


a facturi tor. 
Budgetary revenues declined by $0.1 billion, ena ita or anaes 


or 0.5 per cent, to $19.7 billion. ¢ Other income tax receipts—withholdings 
from non-residents—trose $59 million or 

¢ Personal income tax receipts were up 16.8 per cent in February. 
$0.3 billion or 4.7 per cent. ¢ Excise taxes and duties rose $0.2 billion or 

* Corporate income tax revenues were down 5.0 per cent due to a $0.3-billion increase 
$0.6 billion or 9.6 per cent, largely due to in goods and services tax (GST) revenues. 
an increase 1n refunds to the non-energy Customs import duties were down 
manufacturing sector, reflecting weak $38 million, while sales and excise taxes 
profitability in that sector in 2005. In were down $78 million. Revenues from 
addition, corporate year-end settlement the Air Travellers Security Charge were 


up $5 million. 
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¢ Employment insurance (EI) premiums 
declined by 4.8 per cent, reflecting the 
decline in the premium rate from $1.95 
to $1.87 per $100 of insurable earnings, 
effective January 1, 2006. 


¢ Other revenues, consisting of revenues from 
Crown corporations, sales of goods and 
services, return on investments, foreign 
exchange revenues and miscellaneous 
revenues, were down 3.7 per cent. Other 
revenues can be volatile on a monthly basis. 


Program expenses in February 2006 were 
$12.9 billion, up $1.6 billion or 13.9 per cent 
from February 2005, primarily due to higher 
transfer payments. 


Transfer payments were up $1.3 billion or 
6,0 percent 


¢ Transfers to persons, consisting of elderly 
and EI benefits, were up $61 million or 
1.6 per cent. Elderly benefits increased 
5.4 per cent due to both higher average 
benefits, which are indexed to Consumer 
Price Index inflation, and an increase in the 
number of individuals eligible for benefits. 
EI benefit payments decreased 4.8 per cent, 
reflecting a decline in regular benefits. 


¢ Transfers to other levels of government, 
consisting of federal transfers in support of 
health and other social programs (Canada 
Health Transfer and Canada Social 
Transfer), fiscal transfers, transfers to 
provinces on behalf of Canada’s cities and 
communities, and Alternative Payments for 
Standing Programs, were up $0.8 billion 
Of 55.3° per cents [he increase im federal 
transfers in support of health and other 
social programs and higher fiscal transfers 
largely reflect increased funding under the 
2004 agreements on health care and 
equalization/TFF. 


* Subsidies and other transfers increased 
$0.4 billion or 21.9 per cent. This 
component is volatile on a monthly basis. 


Other program expenses consist of transfers to 
Crown corporations and operating expenses 
for departments and agencies, including 
National Defence, and also reflect the ongoing 
assessment of the Government’s liabilities. 
These expenses increased $0.3 billion or 

9.4 per cent. 


Public debt charges increased marginally, 
by $9 million. 


April 2005 to February 2006 


In the first 11 months of the 2005—06 fiscal 
year, there was a budgetary surplus of 
$13.1 billion, $5.6 billion below the 
$18.7-billion surplus reported in the same 
period of 2004—05. 


Budgetary revenues increased $6.4 billion or 
3.6 per cent to $185.5 billion. 


¢ Personal income tax revenues rose 
$3.4 billion or 4.2 per cent. This gain is net 
of the $4.7-billion cost of the personal 
income tax reduction measures pertaining to 
the 2005 tax year and the first two months 
of this year. 


¢ Corporate income tax revenues were up 
$2.2 billion or 8.4 per cent, reflecting gains 
in corporate profitability in 2005. 


Revenues and expenses 
(April 2005-February 2006) 


$ billions Revenues 


Expenses 


Elpremiums 15.1, eee 
SOO — ubsidies and 

Other revenues 15.4 || 18-9 other transfers 
Corporate 


F Publi 
income taxes 30.7 e 


debt charges 


Transfers to other 
levels of gov't 


Excise taxes 


: 34.5 
and duties 


Transfers to 
persons 


39.7 


Personal 
income taxes 
Other program 


49.4 expenses 


185.5 172.4 


¢ Other income tax revenues increased 


$1.1 billion or 32.9 per cent, reflecting 
increased dividend payments to non- 
residents. 


Excise taxes and duties rose $2.1 billion or 
5.1 per cent. GST revenues increased 

$2.1 billion or 7.2 per cent, broadly 
consistent with the growth rate of retail 
sales of 6.9 per cent over the same period. 
Customs import duties were up 10.3 per 
cent. Sales and excise taxes were down 

2.8 per cent, while the Air Travellers 
Security Charge was down 11.2 per cent, 
reflecting reductions in the charge, effective 
April 1, 2005. 


EI premiums were down 2.0 per cent, as the 
impact of the reduction in the premium rate 
in January 2005 and January 2006 more 
than offset the impact of higher employment 
and wages and salaries. 


Other revenues were down $2.0 billion or 
15.1 per cent, reflecting the impact of the 
one-time gain ($2.6 billion) from the sale 
of the Government’s remaining shares in 
Petro-Canada in September 2004. 


Budgetary balance 
$ billions % of GDP 


30 6 
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Sources: Department of Finance Canada and Statistics Canada. 
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Program expenses in the April 2005 to 
February 2006 period were $141.7 billion, up 
$12.7 billion or 9.9 per cent from the same 
period of 2004—05, primarily due to higher 
transfers to the provinces and territories for 
health care and equalization/TFF. Public debt 
charges declined by $0.7 billion. 


Transfer payments, which account for nearly 
two-thirds of total program expenses, 
increased $10.0 billion or 12.2 per cent. 


¢ Transfers to persons advanced by 
2.0 per cent. Elderly benefits were up 
4.4 per cent while EI benefits were down 
2.5 per cent. The year-to-date decline in 
EI benefits is mainly attributable to a 
decline in regular benefits, which is in turn 
due to improved labour market conditions 
compared to the same period in 2004—05. 


¢ Transfers to other levels of government were 
up $6.8 billion or 24.5 per cent, reflecting 
the impact of the 2004 agreements on health 
care and the new framework for equalization 
and TFF. 


Federal debt 
(accumulated deficit) 
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¢ Subsidies and other transfers increased 
15.6 per cent, reflecting the impact of 
measures from recent budgets as well as 
transfers under the Grains and Oilseeds 
Payment Program and the Energy 
Cost Benefit. 


Other program expenses increased 
yO Der Ceut 


Public debt charges were down 2.3 per cent 
compared to the same period last year, due to 
a decline in the stock of interest-bearing debt 
and a decline in the average effective interest 
rate on that debt. 


Financial source of $5.4 billion for 
April 2005 to February 2006 


The budgetary balance is presented on a full 
accrual basis of accounting, recording 
government assets and liabilities when they are 
receivable or incurred, regardless of when the 
cash 1s received or paid. In contrast, the 
financial source/requirement measures the 
difference between cash coming in to the 
Government and cash going out. This measure 
is affected not only by changes in the 
budgetary balance but also by the cash 
source/requirement resulting from the 
Government’s investing activities through its 
acquisition of capital assets and its loans, 
financial investments and advances, as well as 
from other activities, including payment of 


accounts payable and collection of accounts 
receivable, foreign exchange activities, and the 
amortization of its tangible capital assets. The 
difference between the budgetary balance and 
financial source/requirement is recorded in 
non-budgetary transactions. 


Non-budgetary transactions resulted in a net 
requirement of $7.6 billion in the April-to- 

February period, down $2.6 billion from the 
requirement in the same period of 2004—05. 


With a budgetary surplus of $13.1 billion and 
a net requirement of $7.6 billion from non- 
budgetary transactions, there was a financial 
source of $5.4 billion in the first 11 months of 
2005—06 compared to a financial source of 
$8.5 billion in the same period of 2004—05. 


Net financing activities down $18.5 billion 


The Government used this financial source of 
$5.4 billion and a reduction in its cash 
balances of $13.1 billion to reduce its market 
debt by $18.5 billion by the end of February 
2006, largely through a reduction of 
marketable bonds and treasury bills. The level 
of cash balances varies from month to month 
based on a number of factors including 
periodic large debt maturities, which can be 
quite volatile on a monthly basis. Cash 
balances at the end of February stood at 

$4.0 billion. 
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Table | 
Summary statement of transactions 


February April to February 
2005 2006 2004—05 2005—06 


($ millions) 


Budgetary transactions 


Revenues 19,840 19,743 179,044 185,456 
Expenses 
Program expenses -11,348 -12,928 -128,936 -141,658 
Public debt charges 2/22 =o -31,436 -30,717 
Budgetary balance (deficit/surplus) a lW 4,084 18,672 13,081 
Non-budgetary transactions -5,198 -2,416 -10,212 -7,638 
Financial source/requirement 572 1,668 8,460 5,443 
Net change in financing activities 3,224 -348 -18,437 -18,513 
Net change in cash balances 33793 1320 -9,977 -13,070 
Cash balance at end of period Tod 4,048 


Note: Positive numbers indicate net source of funds. Negative numbers indicate net requirement for funds. 


Table 2 
Budgetary revenues 
February April to February 
2005 2006 Change 2004—05 2005-06 Change 
($ millions) (%) ($ millions) (%) 
Tax revenues 
Income taxes 
Personal income tax T3312 TGA 4.7 80,474 83,825 4.2 
Corporate income tax 5,780 5.225 -9.6 23083 27,799 8.4 
Other income tax revenue 302 411 16.8 S225 4,321 32.9 
Total income tax 13,504 135353 -1.1 109,360 115,945 6.0 
Excise taxes and duties 
Goods and services tax 2,542 2,830 Ele 292 | 31,333 2. 
Customs import duties 29> 237 -13.8 2,785 52073 10.3 
Sales and excise taxes 723 645 -10.8 8,878 8,626 -2.8 
Air Travellers Security Charge 1 36 16.1 356 316 -11.2 
Total excise taxes and duties Suayyh| 3,748 5.0 41,240 43,348 Bel 
Total tax revenues 17,075 17,101 0.2 150,600 159,293 5.8 
Employment insurance premiums L797 1,710 -4.8 15,401 15,091 -2.0 
Other revenues 968 932 -3.7 13,043 PEOF2 -15.1 
Total budgetary revenues 19,840 19,743 -0.5 179,044 185,456 3.6 


Note: Totals may not sum due to rounding. 
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Table 3 
Budgetary expenses 


February April to February 
2005 2006 Change 2004—05 2005—06 Change 
($ millions) (%) ($ millions) (%) 
Transfer payments 
Transfers to persons 
Elderly benefits Pipse\ oh 2,496 5.4 rile ye\ 6) 26,680 4.4 
Employment insurance benefits 1,423 13355 -4.8 13,405 13,069 -2.5 
Total 3,190 3,851 1.6 38,966 39,749 2.0 
Transfers to other levels of government 
Support for health and 
other social programs 
Canada Health Transfer 1,054 1,583 502 11,596 17,417 50.2 
Canada Social Transfer 652 685 5.1 PAGS 7,540 Srl 
Health Reform Transfer 125 0 n/a L375 0 n/a 
Total 1,831 2,268 IES) 20,144 24,957 23.9 
Fiscal transfers 634 1,045 64.8 10,020 11,641 lon 
Canada’s cities and communities 0 0) n/a 0 670 n/a 
Alternative Payments for 
Standing Programs -210 -261 24.3 -2,413 =-2,/22 12.8 
Total 255 3,052 Syee! Pail fow 34,546 24.5 
Subsidies and other transfers 
Agriculture 780 720 E Oho 1,606 2,414 50.3 
Foreign Affairs 200 238 19.0 JEAN beak i -1.8 
Health 124 86 -30.6 1,618 F633 0.9 
Human Resources Development 104 124 19.2 1,154 1,268 28) 
Indian and Northern Development 285 278 -2.5 3,903 4,263 92 
Industry and Regional Development -16 168 n/a 1,475 1,778 PRIUS) 
Other a13 568 81.5 3,582 4,439 PMS) 
Total 1,790 DeVoe 219 15,548 17,966 T56 
Total transfer payments 7,835 9,085 16.0 82,265 92,261 | ogee 
Other program expenses 
Crown corporation expenses 
Canadian Broadcasting Corporation 65 69 62 1,037 1,098 59 
Canada Mortgage and 
Housing Corporation 170 150 -11.8 1,855 LS 27, 0.1 
Other 107 188 doa 1,838 1,698 -7.6 
Total 342 407 19.0 4,730 4,653 -1.6 
Defence 1,024 1,183 15:5 11,929 13,170 10.4 
All other departments and agencies 2,147 2293 4.9 30,012 31,574 52 
Total other program expenses Sy olles! 3,843 9.4 46,671 49,397 5.8 
Total program expenses 11,348 12,928 13.9 128,936 141,658 9:9 
Public debt charges Die. pa | 0.3 31,436 SOL La -2.3 
Total budgetary expenses 14,070 15,659 es 160,372 L72375 TS 


Note: Totals may not sum due to rounding. 
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Table 4 


Budgetary balance and financial source/requirement 


February April to February 
2005 2006 2004-05 2005-06 
($ millions) 
Budgetary balance (deficit/surplus) Sw) 4,084 18,672 13,081 
Non-budgetary transactions 
Capital investing activities -313 -294 -1,402 -2,108 
Other investing activities -101 -670 -2,015 -3,129 
Pension and other accounts -934 -262 -2,907 -363 
Other activities 
Accounts payable, receivables, accruals 
and allowances -2,930 -1,404 -8,629 -7,397 
Foreign exchange activities -1,166 15 1,925 2,0 
Amortization of tangible capital assets 246 199 2,816 2,748 
Total other activities -3,850 -1,190 -3,888 -2,038 
Total non-budgetary transactions -5,198 -2,416 -10,212 -7,638 
Net financial source/requirement S12 1,668 8,460 5,443 


Note: Totals may not sum due to rounding. 


Table 5 


Financial source/requirement and net financing activities 


February April to February 
2005 2006 2004-05 2005—06 
($ millions) 
Net financial source/requirement YP 1,668 8,460 5,443 
Net increase (+)/decrease (-) in financing activities 
Unmatured debt transactions 
Canadian currency borrowings 
Marketable bonds 1,887 2,245 -13,636 -5,526 
Treasury bills 1,100 -2,100 2,300 -7,300 
Canada Savings Bonds -196 -137 -2,161 -1,609 
Other -| 0 -29 -223 
Total 2,790 8 -13,526 -14,658 
Foreign currency borrowings 397 -361 -5,076 -3,920 
Total Sa187 -353 -18,602 -18,578 
Obligations related to capital leases 34 5 165 65 
Net change in financing activities aya | -348 -18,437 -18,513 
Change in cash balance Sie) 1,320 -9,977 -13,070 


Note: Totals may not sum due to rounding. 
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Table 6 
Condensed statement of assets and liabilities 
March 31, 2005 February 28, 2006 Change 
($ millions) 
Liabilities 
Accounts payable, accruals and allowances 90,473 89,251 -1,222 


Interest-bearing debt 
Unmatured debt 
Payable in Canadian dollars 


Marketable bonds 266,570 261,044 -5,526 
Treasury bills L299 119,899 -7,300 
Canada Savings Bonds 19,080 17,471 -1,609 
Other 3,393 3.170 -223 
Subtotal 416,242 401,584 -14,658 
Payable in foreign currencies 16,286 12,366 -3,920 
Obligations related to capital leases PO3 2 2,997 65 
Total unmatured debt 435,460 416,947 -18,513 
Pension and other accounts 

Public sector pensions 129,579 131,407 1,828 
Other employee and veteran future benefits 41,549 42,982 1,433 
Other pension and other accounts 8,680 2.056 -3,624 
Total pension and other accounts 179,808 179,445 -363 
Total interest-bearing debt 615,268 596,392 -18,876 
Total liabilities 705,741 685,643 -20,098 

Financial assets 
Cash and accounts receivable 76,281 69,386 -6,895 
Foreign exchange accounts 40,871 38,260 -2,611 
Loans, investments and advances (net of allowances) 33,860 36,989 oeh29 
Total financial assets Po Or2 144,635 = (583 sigh 
Net debt 554,729 541,008 lions 2 
Non-financial assets 54,866 94,226 -640 
Federal debt (accumulated deficit) 499,863 486,782 -13,081 


For additional copies or subscription inquiries, please contact the Distribution Centre at (613) 995-2855. 
For other inquiries about this publication, contact Chris Forbes at (613) 995-6391. 

Also available on the Internet (including advance tentative release dates) at www.fin.gc.ca. 
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Highlights 


March 2006: budgetary deficit of $1.1 billion 


There was a budgetary deficit of $1.1 billion in March 2006, down from the $9.9-billion deficit recorded 
in March 2005. The improvement is almost entirely due to lower program expenses resulting from lower 
transfer payments, reflecting $7.2 billion in one-time transfers and adjustments recorded in March 2005 
related to the federal-provincial-territorial agreements on health care and Equalization/Territorial Formula 
Financing (TFF). Program expenses were down $8.4 billion in March. Budgetary revenues were 

$0.8 billion higher, reflecting solid growth in personal income tax revenues and an increase in non-tax 
revenues, partially offset by declines in corporate income tax and goods and services tax (GST) revenues. 
Public debt charges were up $0.3 billion compared to the same month last year. 


April 2005 to March 2006: budgetary surplus of $8.4 billion, 
net of anticipated costs related to Bill C-48 


For the April 2005 to March 2006 period, the budgetary surplus is estimated at $12.0 billion, up 

$3.3 billion from the $8.8-billion surplus reported in the same period of 2004-05. Budgetary revenues 
were up $7.2 billion, or 3.6 per cent. This gain is net of the $5.0-billion cost of the personal income tax 
reduction measures pertaining to the 2005 tax year and the first quarter of 2006. Program expenses were 
up $4.3 billion, or 2.8 per cent, primarily due to higher operating expenses for National Defence and 
other departments and agencies. Public debt charges were $0.4 billion lower. 


The April 2005 to March 2006 monthly results are not the final results for the year as a whole. They do 
not account for $3.6 billion in costs related to anticipated payments made under Bill C-48 for 2005—06. 
After adjusting for these payments, the April to March surplus is $8.4 billion. Nor do the results reflect 
the regular end-of-year accounting adjustments, which include final tax accrual adjustments as weil as 
final estimates of the cost of liabilities incurred during the fiscal year. 


A discussion of the impact of the March results on the budget forecast for 2005-06 is provided later in 
this document. 


Note to Readers: 

Budget 2006 was presented on a gross reporting basis, whereas The Fiscal Monitor for March 2006 is 
presented on a net basis. Beginning with the April 2006 monthly financial results, The Fiscal Monitor will 
also report the monthly financial results on a gross basis. A reconciliation table is provided later in this 
document showing the monthly results for the April 2005 to March 2006 period on a gross reporting 
basis, consistent with the Budget 2006 presentation. 
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March 2006 


There was a budgetary deficit of $1.1 billion 
in March 2006, down $8.9 billion from the 
$9.9-billion deficit recorded in March 2005. 


Budgetary revenues rose $0.8 billion, or 
4.3 per cent, to $18.6 billion. 


Personal income tax revenues were up 
$0.5 billion, or 6.3 per cent. 


Corporate income tax revenues were down 
$0.2 billion, or 4.6 per cent, reflecting 
weaker corporate year-end settlement 
payments from the refining and non-energy 
manufacturing sectors. 


Other income tax revenues—withholdings 
from non-residents—rose $34 million, or 
10.8 per cent. 


Excise taxes and duties were down 

$0.1 billion, or 4.1 per cent, due to a 
$0.2-billion decline in GST revenues. 
Customs import duties were up $87 million, 
sales and excise taxes rose $35 million and 
revenues from the Air Travellers Security 
Charge were up $2 million. 


Employment insurance (EI) premiums 
declined by 6.3 per cent, reflecting the 
decline in the premium rate from $1.95 
to $1.87 per $100 of insurable earnings, 
effective January 1, 2006. 


Other revenues consist of net profits from 
enterprise Crown corporations, sales of 
goods and services, returns on investments, 
foreign exchange revenues and 
miscellaneous revenues. Other revenues, 
which are volatile on a monthly basis, 
were up $0.6 billion. 


Program expenses 1n March 2006 were 
$16.7 billion, down $8.4 billion, or 

33.6 per cent, from March 2005, primarily 
reflecting lower transfer payments. 


Transfer payments were down $8.3 billion, 
or 44.8 per cent. 


¢ Transfers to persons, consisting of elderly 


and EI benefits, were up $103 million, or 
2.8 per cent. Elderly benefits increased 

6.2 per cent due to both higher average 
benefits, which are indexed to Consumer 
Price Index inflation, and an increase in the 
number of individuals eligible for benefits. 
EI benefit payments decreased 3.3 per cent, 
reflecting a decline in regular benefits. 


Transfers to other levels of government, 
consisting of federal transfers in support 
of health and other social programs 
(Canada Health Transfer and Canada 
Social Transfer), fiscal transfers, transfers 
to provinces on behalf of Canada’s cities 
and communities, and Alternative Payments 
for Standing Programs, were down 

$7.2 billion, or 70.2 per cent. The decrease 
in federal transfers in support of health 
and other social programs and lower fiscal 
transfers reflect one-time transfers and 
adjustments under the 2004 agreements on 
health care and Equalization/TFF recorded 
in March 2005. 


Revenues and expenses 
(April 2005-March 2006) 


$ billions 
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¢ Subsidies and other transfers decreased 
by $1.3 billion, or 26.9 per cent. This 
component is volatile on a monthly basis. 


Other program expenses consist of transfers 
to Crown corporations and operating expenses 
for departments and agencies, including 
National Defence, and also reflect the ongoing 
assessment of the Government’s liabilities. 
Consistent with the announcement in 

Budget 2006, this category now also 

includes the net expenses of foundations. 

On a year-over-year basis, other program 
expenses decreased $0.1 billion, 

ml. percent. 


Public debt charges increased $0.3 billion, or 
11.8 per cent, due to an increase in the average 
effective interest rate on the debt. 


April 2005 to March 2006 


For the April 2005 to March 2006 period, 
there was a budgetary surplus of $12.0 billion, 
$3.3 billion higher than the $8.8-billion 
surplus reported in the same period 

of 2004-05. 


Budgetary balance 

$ billions % of GDP 
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Sources: Department of Finance Canada and Statistics Canada. 


Budgetary revenues rose $7.2 billion, or 
3.6 per cent, to $204.1 billion. 


* Personal income tax revenues rose 
$3.9 billion, or 4.4 per cent. This gain is 
net of the $5.0-billion cost of the personal 
income tax reduction measures pertaining 
to the 2005 tax year and the first quarter 
of 2006. 


* Corporate income tax revenues were up 
$2.0 billion, or 6.6 per cent, reflecting gains 
in corporate profitability in 2005. 


¢ Other income tax revenues increased by 
$1.1 billion, or 31.0 per cent, reflecting 
increased dividend payments to 
non-residents. 


¢ Excise taxes and duties rose $2.0 billion, 
or 4.5 per cent. GST revenues increased 
$1.9 billion, or 6.0 per cent, broadly 
consistent with growth in retail sales of 
6.7 per cent over the comparable period. 
Customs import duties were up 
12.4 per cent. Sales and excise taxes were 
down 2.2 per cent, while the Air Travellers 
Security Charge was down 9.8 per cent, 
reflecting reductions in the charge, effective 
April 1, 2005. 


Federal debt 
(accumulated deficit) 
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¢ EI premiums were down 2.5 per cent, as 
the impact of the reductions in premium 
rates in January 2005 and January 2006 
more than offset the impact of higher 
employment and wages and salaries. 


¢ Other revenues were down $1.3 billion, or 
10.0 per cent, reflecting the impact of the 
one-time gain ($2.6 billion) from the sale 
of the Government’s remaining shares in 
Petro-Canada in September 2004. 


Program expenses in the April 2005 to 
March 2006 period were $158.3 billion, 

up $4.3 billion, or 2.8 per cent, over the 
same period of 2004—05. Public debt charges 
declined by $0.4 billion. Transfer payments, 
which account for over half of program 
expenses, increased by $1.7 billion, or 

lO percent: 


¢ Transfers to persons advanced by 
2.1 per cent. Elderly benefits were up 
4.5 per cent while EI benefits were down 
2.6 per cent. The year-to-date decline 
in EJ benefits is mainly attributable to a 
decline in regular benefits, which 1s in 
turn due to improved labour market 
conditions compared to the same period 
in 2004-05. 


¢ Transfers to other levels of government were 
down $0.5 billion, or 1.3 per cent. 


* Subsidies and other transfers increased 
by 6.2 per cent, reflecting the impact of 
measures from recent budgets as well as 
transfers under the new Grains and 
Oilseeds Payment Program and the 
Energy Cost Benefit. 


Other program expenses increased by 
5.0 per cent due to higher operating 
expenses for National Defence and other 
departments and agencies. 


Public debt charges were down 1.2 per cent 
due to a decline in the stock of interest-bearing 
debt and a decline in the average effective 
interest rate on that debt. 


Financial source of $5.4 billion 
for April 2005 to March 2006 


The budgetary balance is presented on a 

full accrual basis of accounting, recording 
government assets and liabilities when they 
are receivable or incurred, regardless of when 
the cash is received or paid. In contrast, the 
financial source/requirement measures the 
difference between cash coming in to the 
Government and cash going out. This 
measure 1s affected not only by changes in 
the budgetary balance but also by the cash 
source/requirement resulting from the 
Government’s investing activities through 

its acquisition of capital assets and its loans, 
financial investments and advances, as well 
as from other activities, including payment of 
accounts payable and collection of accounts 
receivable, foreign exchange activities, and 
the amortization of its tangible capital assets. 
The difference between the budgetary balance 
and financial source/requirement is recorded 
in non-budgetary transactions. 


Non-budgetary transactions resulted in a net 
requirement of $6.6 billion in the April 2005 
to March 2006 period, up $2.5 billion from 
the requirement in the same period 

of 2004-05. 


With a budgetary surplus of $12.0 billion 
and a net requirement of $6.6 billion from 
non-budgetary transactions, there was a 
financial source of $5.4 billion in the 

April 2005 to March 2006 period, compared 
to a financial source of $4.7 billion in the 
same period of 2004-05. 
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Net financing activities 
down $4.6 billion 


The Government used this financial source 

of $5.4 billion to increase its cash balances by 
$0.8 billion and to reduce its market debt by 
$4.6 billion by the end of March 2006, largely 
through a reduction of marketable bonds. 

The level of cash balances varies from month 
to month based on a number of factors 
including periodic large debt maturities, 


which can be quite volatile on a monthly basis. 


Cash balances at the end of March stood at 
$17.9 billion. 
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Quarterly update of the fiscal outlook for 2005—06: estimated outcome for 2005—06 
unchanged from budget, with a projected budgetary surplus of $8.0 billion 


The monthly results for the 12-month period ended March 2006 are consistent with the forecast 
presented in the 2006 budget, which was prepared based on monthly financial information 
through February 2006. However, March data show that both corporate income tax revenues 
and direct program expenses came in lower than expected. 


Corporate income tax revenues in March 2006 were weaker than expected due to lower than 
anticipated settlement payments from the energy sector. Corporations make monthly tax 
instalment payments based on either their previous year’s actual tax liability or their current 
year’s estimated liability, with any differences made up within 60 days of the close of their 
taxation year. As roughly three-quarters of Canadian corporations have corporate year-ends in 
September through December, most corporate settlement payments are received in January 
through March. As such, the magnitude of corporate receipts in March is very volatile. However, 
the final result for corporate income tax receipts for 2005—06 will likely be higher than reported 
in the April to March period. Positive year-end accrual adjustments are generally recorded in 
the corporate tax stream. This reflects the fact that no adjustments are made to the monthly 
corporate data for payables and receivables due to a lack of reliable information on which 

to base such adjustments. 


The shortfall in corporate income tax revenues was offset by lower than projected direct 
program expenses, as it appears that the dissolution of Parliament in November lowered 
program expenses by more than anticipated in the budget forecast. 


All told, the year-to-date results are consistent with the budget forecast of a surplus of 
$8.0 billion for 2005-06. 


The above results are not the final results for the year as a whole. 


¢ The April 2005 to March 2006 monthly results do not account for $3.6 billion in costs related 


to anticipated payments made under Bill C-48 for 2005—06, yielding a surplus estimate of 
$8.4 billion. 


Nor do the results reflect the regular end-of-year accounting adjustments, which include final 
tax accrual adjustments as well as final estimates of the cost of liabilities incurred during the 
fiscal year. 


While the monthly results include estimates of tax accruals, the final accruals can vary 
significantly from the monthly estimates due to factors such as the magnitude of registered 
retirement savings plan contributions and variations in capital gains and losses reported at 
tax filing. Final accrual estimates will be determined based on assessments of tax files as 
at May 31. 


Similarly, while the monthly results attempt to reflect the most up-to-date information on the 
Government’s legal and environmental liabilities, provisions for guarantees, and allowances for 
valuation of loans, investments and advances, these are ultimately determined when the books 
are Closed for the year, generally in September. 
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Differences between net and gross reporting 


The revenues and expenses in Tables 1—6 are presented on a “net” basis, with certain expenses 
netted against budgetary revenues and certain revenues netted against expenses: the Canada 
Child Tax Benefit is netted against personal income tax revenues; departmental revenues that 
are levied for specific purposes, such as the contract costs of policing services in provinces, 
are netted against expenses; and revenues of consolidated Crown corporations and other 
entities are netted against their total expenses. This classification has the effect of reducing 
both revenues and expenses but has no impact on the budgetary balance. The following table 
shows the impact of “grossing up” budgetary revenues and expenses for these adjustments. 
Beginning with the April 2006 monthly financial results, The Fiscal Monitor will be presented 
on a gross basis, consistent with the presentation in Budget 2006. 


Differences between net and gross reporting 


April to March 
2006 2004—05 2005—06 


($ millions) 


Net revenues 18,607 196,889 204,061 
Add: Adjustments 


Canada Child Tax Benefit 
(personal income tax) 8,745 9.278 


Revenues netted against program expenses 
(other revenues) pis 2,493 ZS6u 


Revenues of consolidated Crown corporations 
and foundations (other revenues) 361 L761 ius 


Net adjustment 1,685 12999 13,833 
Gross revenues 20200 209,888 217,894 


Net program expenses 16,654 154,015 158,311 
Add: Adjustments 


Canada Child Tax Benefit 
(transfers to persons) 8,745 9,278 


Revenues netted against program expenses 
(other program expenses) S15 2,493 2,031 


Revenues of consolidated Crown corporations 
and foundations (other program expenses) 361 1,761 ELS 


Net adjustment 1,685 22099 [35833 
Gross program expenses 18,339 167,014 172,144 
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Table | 
Summary statement of transactions 


March April to March 


2005 2006 2004—05 


2005—06 


($ millions) 


Budgetary transactions 


Revenues 17,844 18,607 196,889 204,061 
Expenses 
Program expenses -25,076 -16,654 -154,015 -158,311 
Public debt charges -2,687 -3,004 -34,122 =33;)22 
Budgetary balance (deficit/surplus) -9,919 -1,051 Sale 12,028 
Non-budgetary transactions 6,120 1,046 -4,091 -6,593 
Financial source/requirement -3,799 -5 4,661 5,435 
Net change in financing activities 13,647 13,886 -4,790 -4,626 
Net change in cash balances 9,848 13,881 -129 809 
Cash balance at end of period ig Paley? 17,931 
Note: Positive numbers indicate net source of funds. Negative numbers indicate net requirement for funds. 
Table 2 
Budgetary revenues 
March April to March 
2005 2006 Change 2004-05 2005—06 Change 
($ millions) (%) ($ millions) (%) 
Tax revenues 
Income taxes 
Personal income tax S215 S.J 32 6.3 88,686 92,558 4.4 
Corporate income tax 4,238 4,043 -4.6 29,872 31,842 6.6 
Other income tax revenue S16 350 10.8 5.500 4,671 50 
Total income tax PIE: 13.125 2.8 122.25 129,071 Sey 
Excise taxes and duties 
Goods and services tax 1,939 1,694 -12.6 FUTOl 33027 6.0 
Customs import duties 249 336 34.9 3,034 3,409 12.4 
Sales and excise taxes 728 763 4.8 9,606 9,390 -2.2 
Air Travellers Security Charge 33 oh 6.1 Stow) 35] -9.8 
Total excise taxes and duties 2,949 2,828 -4.] 44,190 46,177 4.5 
Total tax revenues LSG 15,953 [eS 166,315 175,248 5.4 
Employment insurance premiums 1,768 1,657 -6.3 17,169 16,748 -2.5 
Other revenues 360 997 176.9 13,405 12,065 -10.0 
Total budgetary revenues 17,844 18,607 4.3 196,889 204,061 26 


Note: Totals may not sum due to rounding. 
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Table 3 
Budgetary expenses 


March April to March 
2005 2006 Change 2004—05 2005—06 Change 
($ millions) (%) ($ millions) (%) 
Transfer payments 
Transfers to persons 
Elderly benefits 2,305 212 6.2 27,926 29,192 4.5 
Employment insurance benefits 1,328 1,284 -3.3 14,734 14,352 -2.6 
Total 3,693 35196 eS 42,660 43,544 DRA 
Transfers to other levels of government 
Support for health and 
other social programs 
Canada Health Transfer 6,835 [3583 -76.8 18,431 19,000 act 
Canada Social Transfer 12), 685 -5.8 7,900 8,225 4.] 
Health Reform Transfer 15 0 n/a 1,500 0 n/a 
Total 7,687 2,268 -70.5 27,831 215225 -2.2 
Fiscal transfers 2,882 796 -72.4 12,902 12,437 -3.6 
Canada’s cities and communities 0 0 n/a 0 580 n/a 
Alternative Payments for 
Standing Programs See -10 -97.0 -2,746 -2,732 -0.5 
Total 10,236 3,054 -70.2 5 OST S7OL0 -1.3 
Subsidies and other transfers 
Agriculture 1,044 244 -76.6 2,650 2,658 0.3 
Foreign Affairs Le s2 887 -25.0 Sige) 3,058 -9.8 
Health 246 287 how? 1,864 1,920 3.0) 
Human Resources Development 49 148 202.0 1,203 1,416 Ileal 
Indian and Northern Development 452 544 20.4 4,354 4,807 10.4 
Industry and Regional Development 207 205 -1.0 1,682 1,983 Le79 
Other 1,497 WL O2 -26.4 5,080 5,032 10.9 
Total 4,677 3,417 -26.9 20,224 21,474 6.2 
Total transfer payments 18,606 10,267 -44.8 100,871 1025528 1.6 
Other program expenses 
Crown corporation and foundation expenses 
Canadian Broadcasting Corporation 0 0 n/a 1,037 1,098 5.9 
Canada Mortgage and 
Housing Corporation 190 176 -7.4 2,045 2-033 -0.6 
Other 697 874 25.4 Dy Sy pees 1.4 
Total 887 1,050 18.4 SOly, 5,702 1.5 
Defence 633 1,566 -4.] 13,562 14,736 Sa 
All other departments and agencies 3,950 ad ala| -4.5 33,965 35,345 4.] 
Total other program expenses 6,470 6,387 -1.3 53,144 ei foe 5.0 
Total program expenses 25.076 16,654 -33.6 154,015 [58:3 01 2.8 
Public debt charges 2,687 3,004 11.8 34,122 Do yhoe -1.2 
Total budgetary expenses 21403 19,658 320.2 pePo Al ber) 192033 2 


Note: Totals may not sum due to rounding. 
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Table 4 
Budgetary balance and financial source/requirement 


March April to March 
2005 2006 2004-05 2005—06 
($ millions) 
Budgetary balance (deficit/surplus) -9,919 -1,051 Sui 12,028 
Non-budgetary transactions 
Capital investing activities -862 -674 -2,264 -2,783 
Other investing activities -636 359 -2,651 -2,772 
Pension and other accounts 278 S15 -2,628 es 
Other activities 
Accounts payable, receivables, accruals 
and allowances Son 2192 -3,307 -5,205 
Foreign exchange activities LES Ly -1,567 3,441 1,045 
Amortization of tangible capital assets 502 el Sei ie: 2,909 
Total other activities 7,340 846 JAS2 -1,191 
Total non-budgetary transactions 6,120 1,046 -4,091 -6,593 
Net financial source/requirement -3,799 -5 4,661 5,435 
Note: Totals may not sum due to rounding. 
Table 5 
Financial source/requirement and net financing activities 
March April to March 
2005 2006 2004—05 2005—06 
($ millions) 
Net financial source/requirement -3,799 -5 4,661 5,435 
Net increase (+)/decrease (-) in financing activities 
Unmatured debt transactions 
Canadian currency borrowings 
Marketable bonds 1,348 674 -12,288 -4,852 
Treasury bills 11,500 11,700 13,800 4,400 
Canada Savings Bonds -83 -124 -2,244 -1,732 
Other -6 -68 -35 -290 
Total 12,759 12,182 -767 -2,474 
Foreign currency borrowings S22 ELS -4,254 -2,202 
Total lemaredll 13,901 -5,021 -4,676 
Obligations related to capital leases 66 -15 251 50 
Net change in financing activities 13,647 13,886 -4,790 -4,626 
Change in cash balance 9,848 13,881 -129 809 


Note: Totals may not sum due to rounding. 
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Table 6 
Condensed statement of assets and liabilities 
March 31, 2005 March 31, 2006 Change 
($ millions) 
Liabilities 
Accounts payable, accruals and allowances 90,478 85,961 -4,517 


Interest-bearing debt 
Unmatured debt 
Payable in Canadian dollars 


Marketable bonds 266,570 POMSHLS -4,852 
Treasury bills 127,199 131,599 4,400 
Canada Savings Bonds 19,080 17,348 “1,732 
Other 3,393 3,103 -290 
Subtotal 416,242 413,768 -2,474 
Payable in foreign currencies 16,286 14,084 -2,202 
Obligations related to capital leases 2932 2,982 50 
Total unmatured debt 435,460 430,834 -4,626 
Pension and other accounts 

Public sector pensions 29 539 131,479 1,900 
Other employee and veteran future benefits 41,549 Asli? 1,563 
Other pension and other accounts 8,680 5500 -3,310 
Total pension and other accounts 179,808 179,961 a8 
Total interest-bearing debt 615,268 610,795 -4,473 
Total liabilities 705,746 696,756 -8,990 

Financial assets 
Cash and accounts receivable 76,349 77,846 1,497 
Foreign exchange accounts 40,871 39,826 -1,045 
Loans, investments and advances (net of allowances) 39,249 42,021 Mog 
Total financial assets 156,469 159,693 3,224 
Net debt 549,277 537,063 -12,214 
Non-financial assets 54,870 54,684 -186 
Federal debt (accumulated deficit) 494,407 482,379 -12,028 


For additional copies or subscription inquiries, please contact the Distribution Centre at 613 995-2855. 
For other inquiries about this publication, contact Chris Forbes at 613 995-6391. 

Also available on the Internet (including advance tentative release dates) at www.fin.gc.ca. 
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Highlights 


April 2006: budgetary surplus of $2.6 billion 


There was a budgetary surplus of $2.6 billion in April 2006, up $1.2 billion from the restated 
surplus of $1.5 billion in April 2005. Budgetary revenues were up $1.1 billion, while program 
expenses and public debt charges were each down $0.1 billion. Monthly financial results can 

vary significantly and are not necessarily indicative of the final results for the fiscal year as 


a whole. 


Note to Readers: 


Beginning with this Fiscal Monitor, the monthly financial results are presented on a gross 
reporting basis, consistent with the presentation in Budget 2006. Previously, certain expenses 
were netted against budgetary revenues and certain revenues netted against expenses, as 
described in the March Fiscal Monitor. /n addition, certain foundations are consolidated within 
the government reporting entity, as in Budget 2006. The 2005 data have been restated on a 


consistent basis. 


To facilitate comparison with the 2006—07 monthly results, revenues from April to 

December 2005 are being restated to evenly distribute the cost of the retroactive increase in 
the basic personal amount and the reduction of the 16-per-cent tax rate to 15 per cent for 
taxation year 2005. Originally, the cost of the measures was booked entirely in November 2005 
($3.7 billion for the first 11 months of 2005) and December 2005 ($0.3 billion pertaining to 
the month of December), following the announcement of the measures in the November 2005 


Economic and Fiscal Update. Restated revenues Je April 2005 to March 2006 will reflect ey€fl 


reported surpluses for these months. 


April 2006 


The April 2006 budgetary surplus of 
$2.6 billion was $1.2 billion higher than the 
restated $1.5-billion surplus for April 2005. 


Budgetary revenues were up $1.1 billion, or 
6.0 per cent, to $19.0 billion. 


¢ Personal income tax revenues posted 
a strong increase of $1.2 billion or 
14.4 per cent, reflecting an extra processing 
cycle in April 2006 compared with 
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April 2005 as well as higher employment 
and wages and salaries. In addition, 

April 2005 personal income tax revenues 
have been restated to reflect that month’s 
portion of the cost of the retroactive tax 
reduction measures for taxation year 2005. 


Corporate income tax revenues were down 
$0.1 billion or 3.0 per cent. 


Canada 
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¢ Other income tax receipts—withholdings 
from non-residents—rose $0.1 billion. 


¢ Excise taxes and duties rose $0.2 billion. 
Goods and services tax revenues were up 
$0.1 billion or 5.0 per cent. Customs import 
duties rose $53 million, sales and excise 
taxes increased by $12 million and revenues 
from the Air Travellers Security Charge 
were up $2 million. 


¢ Employment insurance (EI) premiums 
declined by 6.7 per cent, reflecting the 
decline in the premium rate from $1.95 to 
$1.87 per $100 of insurable earnings, 
effective January 1, 2006. 


¢ Other revenues consist of net profits from 
enterprise Crown corporations, revenues 
of consolidated Crown corporations, 
sales of goods and services, returns on 
investments, foreign exchange revenues 
and miscellaneous revenues. Consistent 
with the announcement in Budget 2006, this 
category now also includes the revenues of 
certain foundations. Other revenues, which 
are volatile on a monthly basis, were down 
$0.2 billion. 


Program expenses in April 2006 were 

$13.6 billion, down $0.1 billion or 0.4 per cent 
from April 2005, primarily reflecting lower 
other program expenses. 


Transfer payments were virtually unchanged. 


* Major transfers to persons, consisting 
of elderly benefits, EI benefits and child 
tax benefits, were up $0.2 billion or 
5.3 per cent. Elderly benefits increased 
4.3 per cent due to both higher average 
benefits, which are indexed to Consumer 
Price Index inflation, and an increase in the 
number of individuals eligible for benefits. 
EI benefits increased 7.8 per cent, reflecting 
an increase in regular benefits. Child tax 
benefits were up 4.7 per cent. 


¢ Major transfers to other levels of 
government, consisting of federal transfers 
in support of health and other social 
programs (Canada Health Transfer and 
Canada Social Transfer), fiscal transfers, 
transfers to provinces on behalf of Canada’s 
cities and communities, and Alternative 
Payments for Standing Programs, were up 
$0.1 billion or 2.8 per cent, reflecting an 
increase in transfers in support of health 
and other social programs under the 
2004 agreement on health care. 


¢ Subsidies and other transfers decreased 
by $0.3 billion or 16.5 per cent. This 
component is volatile on a monthly basis. 


Other program expenses consist of transfers 

to Crown corporations and operating expenses 
for departments and agencies, including 
National Defence, and also reflect the ongoing 
assessment of the Government’s liabilities. 
Consistent with the announcement in 

Budget 2006, this category now also includes 
the expenses of certain foundations. Other 
program expenses decreased by $49 million 
Ofelalapeieceny: 


Revenues and expenses 


(April 2006) 
$ billions 
Revenues 
Other revenues 
Expenses 
El premiums iis 
Subsidies and 
Corporate other transfers 
income taxes Public 
: debt charges 
Excise taxes 
and duties Transfers to other 
levels of gov't 
Other program 


expenses 
Personal 
income taxes 


Transfers to 
persons 
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Table 3 
Budgetary expenses 
April 
2005 2006 Change 
($ millions) (%) 
Transfer payments 
Transfers to persons 
Elderly benefits 2,402 2,506 4.3 
Employment insurance benefits 1,160 La) 7.8 
Child tax benefits 774 810 4.7 
Total 4,336 4,567 5.3 
Transfers to other levels of government 
Support for health and 
other social programs 
Canada Health Transfer 1,583 1,678 6.0 
Canada Social Transfer 685 708 3.4 
Total 2,268 2,386 Dee 
Fiscal transfers 949 927 -2.3 
Canada’s cities and communities 0 0 n/a 
Alternative Payments for 
Standing Programs -254 -268 Ne) 
Total 2,963 3,045 2.8 
Subsidies and other transfers 
Agriculture 135 74 -45.2 
Foreign Affairs 266 26 -90.2 
Health 103 108 4.9 
Human Resources Development iy 95 -18.8 
Indian and Northern Development 674 658 -2.4 
Industry and Regional Development bo 108 -9.2 
Other 490 521 6.3 
Total 1,904 Loot) -16.5 
Total transfer payments 9203 9,202 0.0 
Other program expenses 
Crown corporation and foundation expenses 
Canadian Broadcasting Corporation 205 DANS 4.9 
Canada Mortgage and 
Housing Corporation 149 190 PETES 
Other 414 396 -4.3 
Total 768 801 4.3 
Defence 816 1,034 26.7 
All other departments and agencies 2,865 2505 -10.5 
Total other program expenses 4,449 4,400 -1.1 
Total program expenses 13,652 13,602 -0.4 
Public debt charges 21S 2,1k4 -2.3 
Total budgetary expenses 16,430 16,316 -0.7 


Note: Totals may not sum due to rounding. 
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Table | 
Summary statement of transactions 


April 


2005 2006 


($ millions) 


Budgetary transactions 


Revenues 17,886 18,955 
Expenses 
Program expenses -13,652 -13,602 
Public debt charges -2,778 -2,714 
Budgetary balance (deficit/surplus) 1,456 2,639 
Non-budgetary transactions -6,550 -3,880 
Financial source/requirement -5,094 -1,241 
Net change in financing activities -8,099 -12,183 
Net change in cash balances -13,193 -13,424 
Cash balance at end of period Sreeil 4,508 


Note: Positive numbers indicate net source of funds. Negative numbers indicate net requirement for funds. 


Table 2 
Budgetary revenues 
April 
2005 2006 Change 
($ millions) (%) 
Tax revenues 
Income taxes 
Personal income tax repo dl 7) Oo 14.4 
Corporate income tax 2,404 2333 -3.0 
Other income tax revenue 234 330 41.0 
Total income tax 10,955 12,174 Kiet 
Excise taxes and duties 
Goods and services tax 2,719 DIS) 5.0 
Customs import duties 242 295 Zo 
Sales and excise taxes 749 761 1.6 
Air Travellers Security Charge 33 35 6.1 
Total excise taxes and duties 3,743 3,946 5.4 
Total tax revenues 14,698 16,120 9.7 
Employment insurance premiums iW) 1,636 -6.7 
Other revenues 1,435 1,199 -16.4 
Total budgetary revenues 17,886 18,955 6.0 


Note: Totals may not sum due to rounding. 
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Public debt charges decreased by $0.1 billion 
or 2.3 per cent, reflecting a decline in the 
stock of interest-bearing debt and a decrease in 
the average effective interest rate on that debt. 


Financial requirement of $1.2 billion 
for April 2006 


The budgetary balance is presented on a full 
accrual basis of accounting, recording 
government assets and liabilities when they 
are receivable or incurred, regardless of when 
the cash is received or paid. In contrast, the 
financial source/requirement measures the 
difference between cash coming in to the 
Government and cash going out. This measure 
is affected not only by changes in the 
budgetary balance but also by the cash 
source/requirement resulting from the 
Government’s investing activities through its 
acquisition of capital assets and its loans, 
financial investments and advances, as well as 
from other activities, including payment of 
accounts payable and collection of accounts 
receivable, foreign exchange activities, and the 
amortization of its tangible capital assets. 


Budgetary balance 


$ billions % of GDP 
30 6 
[_] left scale — right scale 


1994- 1996- 1998- 2000- 2002- 2004- 
1995 1997 1999 2001 2003 2005 


Sources: Department of Finance and Statistics Canada. 


The difference between the budgetary balance 
and financial source/requirement is recorded 
in non-budgetary transactions. 


Non-budgetary transactions resulted in a net 
requirement of $3.9 billion in April 2006, 
down $2.7 billion from the $6.6-billion 
requirement in April 2005. 


With a budgetary surplus of $2.6 billion and 
a net requirement of $3.9 billion from non- 
budgetary transactions, there was a financial 
requirement of $1.2 billion in April 2006, 
compared to a financial requirement of 

$5.1 billion in April 2005. 


Net financing activities down $12.2 billion 


The Government reduced its net financing 
activities by $12.2 billion in April 2006 
through a reduction of its cash balances. The 
level of cash balances varies from month to 
month based on a number of factors including 
periodic large debt maturities, which can be 
quite volatile on a monthly basis. Cash 
balances at the end of April 2006 stood at 
$4.5 billion. 


Federal debt 
(accumulated deficit) 


$ billions % of GDP 

600 100 

0 ITF] 
[_] left scale 

400 — right scale 


1994- 1996- 1998- 2000- 2002- 2004- 
1995 1997 1999 2001 2003 2005 


Sources: Department of Finance and Statistics Canada. 
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Table 4 
Budgetary balance and financial source/requirement 
April 
2005 2006 
($ millions) 
Budgetary balance (deficit/surplus) 1,456 2,059 
Non-budgetary transactions 
Capital investing activities 108 -25 
Other investing activities -407 Sp 
Pension and other accounts -568 PIPED: 
Other activities 
Accounts payable, receivables, accruals 
and allowances -6,818 -5,952 
Foreign exchange activities 878 1,058 
Amortization of tangible capital assets Asai 262 
Total other activities -5,683 -4,632 
Total non-budgetary transactions -6,550 -3,880 
Net financial source/requirement -5,094 -1,241 
Note: Totals may not sum due to rounding. 
Table 5 
Financial source/requirement and net financing activities 
April 
2005 2006 
($ millions) 
Net financial source/requirement -5,094 -1,241 
Net increase (+)/decrease (-) in financing activities 
Unmatured debt transactions 
Canadian currency borrowings 
Marketable bonds -1,109 303 
Treasury bills -5,700 -10,500 
Canada Savings Bonds -61 -83 
Other 0 -61 
Total -6,870 -10,341 
Foreign currency borrowings -1,229 -1,828 
Total -8,099 -12,169 
Obligations related to capital leases 0 -14 
Net change in financing activities -8,099 -12,183 
Change in cash balance -13,193 -13,424 


Note: Totals may not sum due to rounding. 


For additional copies or subscription inquiries, please contact the Distribution Centre at 613 995-2855. 
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Highlights 


April 2006: budgetary surplus of $2.6 billion 


There was a budgetary surplus of $2.6 billion in April 2006, up $1.2 billion from the restated 
surplus of $1.5 billion in April 2005. Budgetary revenues were up $1.1 billion, while program 
expenses and public debt charges were each down $0.1 billion. Monthly financial results can 

vary significantly and are not necessarily indicative of the final results for the fiscal year as 

a whole. 


Note to Readers: 


Beginning with this Fiscal Monitor, the monthly financial results are presented on a gross 
reporting basis, consistent with the presentation in Budget 2006. Previously, certain expenses 
were netted against budgetary revenues and certain revenues netted against expenses, as 
described in the March Fiscal Monitor. In addition, certain foundations are consolidated within 
the government reporting entity, as in Budget 2006. The 2005 data have been restated on a 
consistent basis. 


To facilitate comparison with the 2006-07 monthly results, revenues from April to 
December 2005 are being restated to evenly distribute the cost of the retroactive increase in 

the basic personal amount and the reduction of the 16-per-cent tax rate to 15 per cent for 

taxation year 2005. Originally, the cost of the measures was booked entirely in November 2005 

($3.7 billion for the first 11 months of 2005) and December 2005 ($0.3 billion pertaining to 

the month of December), following the announcement of the measures in the November 2005. ~~~ 
Economic and Fiscal Update. Restated revenues for April 2005 to March 2006 will reflect even LIN 
distributed tax measures of about $0.4 billion per month. This will also have an impact oh 


{{( 
reported surpluses for these months. (| 


April 2006 

The April 2006 budgetary surplus of April 2005 as well as higher employment 
$2.6 billion was $1.2 billion higher than the and wages and salaries. In addition, 
restated $1.5-billion surplus for April 2005. April 2005 personal income tax revenues 


have been restated to reflect that month’s 
portion of the cost of the retroactive tax 
reduction measures for taxation year 2005. 


Budgetary revenues were up $1.1 billion, or 
6.0 per cent, to $19.0 billion. 


¢ Personal income tax revenues posted 
a strong increase of $1.2 billion or 
14.4 per cent, reflecting an extra processing 
cycle in April 2006 compared with 


* Corporate income tax revenues were down 
$0.1 billion or 3.0 per cent. 
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¢ Other income tax receipts—withholdings 
from non-residents—rose $0.1 billion. 


« Excise taxes and duties rose $0.2 billion. 
Goods and services tax revenues were up 
$0.1 billion or 5.0 per cent. Customs import 
duties rose $53 million, sales and excise 
taxes increased by $12 million and revenues 
from the Air Travellers Security Charge 
were up $2 million. 


¢ Employment insurance (EI) premiums 
declined by 6.7 per cent, reflecting the 
decline in the premium rate from $1.95 to 
$1.87 per $100 of insurable earnings, 
effective January 1, 2006. 


¢ Other revenues consist of net profits from 
enterprise Crown corporations, revenues 
of consolidated Crown corporations, 
sales of goods and services, returns on 
investments, foreign exchange revenues 
and miscellaneous revenues. Consistent 
with the announcement in Budget 2006, this 
category now also includes the revenues of 
certain foundations. Other revenues, which 
are volatile on a monthly basis, were down 
$0.2 billion. 


Program expenses in April 2006 were 

$13.6 billion, down $0.1 billion or 0.4 per cent 
from April 2005, primarily reflecting lower 
other program expenses. 


Transfer payments were virtually unchanged. 


¢ Major transfers to persons, consisting 
of elderly benefits, EI benefits and child 
tax benefits, were up $0.2 billion or 
5.3 per cent. Elderly benefits increased 
4.3 per cent due to both higher average 
benefits, which are indexed to Consumer 
Price Index inflation, and an increase in the 
number of individuals eligible for benefits. 
EI benefits increased 7.8 per cent, reflecting 
an increase in regular benefits. Child tax 
benefits were up 4.7 per cent. 


¢ Mayor transfers to other levels of 
government, consisting of federal transfers 
in support of health and other social 
programs (Canada Health Transfer and 
Canada Social Transfer), fiscal transfers, 
transfers to provinces on behalf of Canada’s 
cities and communities, and Alternative 
Payments for Standing Programs, were up 
$0.1 billion or 2.8 per cent, reflecting an 
increase in transfers in support of health 
and other social programs under the 
2004 agreement on health care. 


¢ Subsidies and other transfers decreased 
by $0.3 billion or 16.5 per cent. This 
component is volatile on a monthly basis. 


Other program expenses consist of transfers 

to Crown corporations and operating expenses 
for departments and agencies, including 
National Defence, and also reflect the ongoing 
assessment of the Government’s liabilities. 
Consistent with the announcement 1n 

Budget 2006, this category now also includes 
the expenses of certain foundations. Other 
program expenses decreased by $49 million 
Or laleper Cent: 


Revenues and expenses 
(April 2006) 


$ billions 
Revenues 


Other revenues 1.5] _ 


El premiums 1.6 mis 
Subsidies and 


other transfers 


Public 
debt charges 


Corporate 
income taxes 


Excise taxes 
and duties Transfers to other 


levels of gov't 


Other program 
expenses 


Personal 
income taxes 


Transfers to 
persons 
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Table 3 
Budgetary expenses 
April 
2005 2006 Change 
($ millions) (%) 
Transfer payments 
Transfers to persons 
Elderly benefits 2,402 2,506 4.3 
Employment insurance benefits 1,160 eee 7.8 
Child tax benefits 774 810 4.7 
Total 4,336 4,567 ape) 
Transfers to other levels of government 
Support for health and 
other social programs 
Canada Health Transfer [S35 1,678 6.0 
Canada Social Transfer 685 708 3.4 
Total 2,268 2,386 D2 
Fiscal transfers 949 OF -2.3 
Canada’s cities and communities 0 0 n/a 
Alternative Payments for 
Standing Programs -254 -268 5.5 
Total 2,963 3,045 2.8 
Subsidies and other transfers 
Agriculture NS) 74 -45.2 
Foreign Affairs 266 26 -90.2 
Health 103 108 49 
Human Resources Development iy WS -18.8 
Indian and Northern Development 674 658 -2.4 
Industry and Regional Development LN) 108 -9.2 
Other 490 S21 6.3 
Total 1,904 1,590 -16.5 
Total transfer payments 9,203 O02 0.0 
Other program expenses 
Crown corporation and foundation expenses 
Canadian Broadcasting Corporation 205 ZS 4.9 
Canada Mortgage and 
Housing Corporation 149 190 275 
Other 414 396 -4.3 
Total 768 801 4.3 
Defence 816 1,034 26.7 
All other departments and agencies 2,865 2,565 -10.5 
Total other program expenses 4,449 4,400 -1.1 
Total program expenses 13,052 13,602 -0.4 
Public debt charges 2,778 2,714 =a 
Total budgetary expenses 16,430 16,316 -0.7 


Note: Totals may not sum due to rounding. 
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Table | 
Summary statement of transactions 


April 


2005 2006 


($ millions) 


Budgetary transactions 


Revenues 17,886 18,955 
Expenses 
Program expenses -13,652 -13,602 
Public debt charges -2,778 -2,714 
Budgetary balance (deficit/surplus) 1,456 2,039 
Non-budgetary transactions -6,550 -3,880 
Financial source/requirement -5,094 -1,241 
Net change in financing activities -8,099 -12,183 
Net change in cash balances -13,193 -13,424 
Cash balance at end of period yee 4,508 


Note: Positive numbers indicate net source of funds. Negative numbers indicate net requirement for funds. 


Table 2 
Budgetary revenues 
April 
2005 2006 Change 
($ millions) (%) 
Tax revenues 
Income taxes 
Personal income tax Solly By 14.4 
Corporate income tax 2,404 DEE BS) -3.0 
Other income tax revenue 234 330 41.0 
Total income tax 10,955 125174 lle 
Excise taxes and duties 
Goods and services tax PG ALS) 2,855 5.0 
Customs import duties 242 25 PANES) 
Sales and excise taxes 749 761 KG 
Air Travellers Security Charge 33 35 6.1 
Total excise taxes and duties 3,743 3,946 5.4 
Total tax revenues 14,698 16,120 oF 
Employment insurance premiums i) 1,636 -6.7 
Other revenues 1,435 1,199 -16.4 
Total budgetary revenues 17,886 18,955 6.0 


Note: Totals may not sum due to rounding. 
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Public debt charges decreased by $0.1 billion 
or 2.3 per cent, reflecting a decline in the 
stock of interest-bearing debt and a decrease in 
the average effective interest rate on that debt. 


Financial requirement of $1.2 billion 
for April 2006 


The budgetary balance is presented on a full 
accrual basis of accounting, recording 
government assets and liabilities when they 
are receivable or incurred, regardless of when 
the cash is received or paid. In contrast, the 
financial source/requirement measures the 
difference between cash coming in to the 
Government and cash going out. This measure 
is affected not only by changes in the 
budgetary balance but also by the cash 
source/requirement resulting from the 
Government’s investing activities through its 
acquisition of capital assets and its loans, 
financial investments and advances, as well as 
from other activities, including payment of 
accounts payable and collection of accounts 
receivable, foreign exchange activities, and the 
amortization of its tangible capital assets. 
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The difference between the budgetary balance 
and financial source/requirement is recorded 
in non-budgetary transactions. 


Non-budgetary transactions resulted in a net 
requirement of $3.9 billion in April 2006, 
down $2.7 billion from the $6.6-billion 
requirement in April 2005. 


With a budgetary surplus of $2.6 billion and 
a net requirement of $3.9 billion from non- 
budgetary transactions, there was a financial 
requirement of $1.2 billion in April 2006, 
compared to a financial requirement of 

$5.1 billion in April 2005. 


Net financing activities down $12.2 billion 


The Government reduced its net financing 
activities by $12.2 billion in April 2006 
through a reduction of its cash balances. The 
level of cash balances varies from month to 
month based on a number of factors including 
periodic large debt maturities, which can be 
quite volatile on a monthly basis. Cash 
balances at the end of April 2006 stood at 
$4.5 billion. 


Federal debt 
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Table 4 
Budgetary balance and financial source/requirement 
April 
2005 2006 
($ millions) 
Budgetary balance (deficit/surplus) 1,456 2,639 
Non-budgetary transactions 
Capital investing activities 108 -25 
Other investing activities -407 SS 
Pension and other accounts -568 222 
Other activities 
Accounts payable, receivables, accruals 
and allowances -6,818 -5,952 
Foreign exchange activities 878 1,058 
Amortization of tangible capital assets 257 262 
Total other activities -5,683 -4,632 
Total non-budgetary transactions -6,550 -3,880 
Net financial source/requirement -5,094 -1,241 
Note: Totals may not sum due to rounding. 
Table 5 
Financial source/requirement and net financing activities 
April 
2005 2006 
($ millions) 
Net financial source/requirement -5,094 -1,24] 
Net increase (+)/decrease (-) in financing activities 
Unmatured debt transactions 
Canadian currency borrowings 
Marketable bonds -1,109 303 
Treasury bills -5,700 -10,500 
Canada Savings Bonds -61 -83 
Other 0 -61 
Total -6,870 -10,341 
Foreign currency borrowings -1,229 -1,828 
Total -8,099 -12,169 
Obligations related to capital leases 0 -14 
Net change in financing activities -8,099 -12,183 
Change in cash balance -13,193 serra 


Note: Totals may not sum due to rounding. 
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Highlights 


May 2006: budgetary surplus of $0.6 billion 


There was a budgetary surplus of $0.6 billion in May 2006, up $0.2 billion from the surplus 
in the same month last year. Revenues increased by $0.9 billion, due mainly to strong growth 
in income taxes. Program expenses increased by $0.7 billion, primarily reflecting increases in 
subsidies and other transfer payments. Public debt charges were down slightly compared to 
the same month last year. 


April to May 2006: budgetary surplus of $3.3 billion 


For the first two months of the 2006-07 fiscal year, the budgetary surplus is estimated at 

$3.3 billion, up $1.4 billion from the $1.9-billion surplus posted in the same period one year ago. 
Revenues were up $2.0 billion year-over-year in the first two months of the fiscal year, reflecting 
strong growth in income tax revenues, slightly offset by a decline in excise taxes and duties and 
Employment Insurance premiums. Program expenses were up $0.7 billion due to both higher 
transfers and increased Defence spending. Public debt charges were $0.1 billion lower. 


Note to Readers: 

These results are not indicative of the results expected over the rest of the fiscal year. In 

most years, financial results can vary markedly from month to month and budgetary balances 

do not always build consistently over the course of the fiscal year. Most importantly this year, 
more than two-thirds of the $14.3 billion in tax reductions and expenditure increases for 2006-07 
announced in the 2006 budget, including the goods and services tax (GST) reduction and the 
introduction of the Universal Child Care Benefit, which did not come into effect until July Ist, 

are not reflected in the monthly results to date. As more of the Budget measures are implemented 
over the coming months, the overall fiscal results are expected to fall in line with projections 
presented in Budget 2006. 


May 2006 
There was a budgetary surplus of $0.6 billion ¢ Corporate income tax revenues rose 
in May 2006, up $0.2 billion from May 2005. $0.5 billion or 20.5 per cent in May, 


oy follow1 3.0- t decline in April. 
Budgetary revenues increased by $0.9 billion, medi ene eu ree 


or 5.2 per cent, to $18.3 billion. ¢ Other income tax receipts—withholdings 


from non-residents—fell by $4 million, 


* Personal income tax receipts were up or 1.2 per cent 


$0.9 billion or 12.0 per cent, reflecting solid 
growth in employment and wages and salaries. 
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¢ Excise taxes and duties fell $0.5 billion, or 
12.7 per cent. The decline was largely due 
to a $0.4-billion or 12.9-per-cent decrease 
in GST revenues, reflecting in part weak 
customs GST receipts, following a 
5.0-percent rise in GST revenues in April. 
GST revenue can be volatile on a 
month-to-month basis. Customs import 
duties and sales and excise taxes were 
each down $0.1 billion. Revenues from 
the Air Travellers Security Charge were up 
$2 million. 


¢ Employment insurance (EI) premiums 
declined by 7.4 per cent, reflecting the 
decline in the premium rate from 
$1.95 to $1.87 per $100 of insurable 
earnings, effective January 1, 2006. 


¢ Other revenues, consisting of net profits 
from enterprise Crown corporations, 
revenues of consolidated Crown 
corporations, sales of goods and services, 
returns on investments, foreign exchange 
revenues and miscellaneous revenues, were 
up $0.2 billion from last year. Other 


revenues can be volatile on a monthly basis. 


Program expenses in May 2006 were 
$14.8 billion, up $0.7 billion, or 5.0 per cent, 
from May 2005, due to both higher transfer 


payments and higher other program expenses. 


Transfer payments were up $0.5 billion, or 
5.8 per cent. 


¢ Major transfers to persons, consisting of 
elderly benefits, EI benefits and child tax 
benefits, were down $0.2 billion, or 
3.9 per cent, on a year-over-year basis. 
Elderly benefits increased 4.6 per cent due 
to both higher average benefits, which are 
indexed to CPI-inflation, and an increase 
in the number of individuals eligible for 
benefits. EI benefit payments decreased by 
23.0 per cent, reflecting a decline in 
regular benefits. Child tax benefits were 
up 3.4 per cent. 


¢ Major transfers to other levels of 
government, consisting of the federal 
transfers in support of health and other 
social programs (Canada Health Transfer 
and Canada Social Transfer), fiscal transfers, 
transfers to provinces on behalf of Canada’s 
cities and communities, and Alternative 
Payments for Standing Programs were up 
$0.2 billion, or 5.0 per cent, reflecting an 
increase in federal transfers in support of 
health and other social transfers under the 
2004 agreement on health care. 


¢ Subsidies and other transfers increased by 
$0.6 billion, or 37.1 per cent. This 
component is volatile on a monthly basis. 


Other program expenses consist of transfers to 
Crown corporations and operating expenses for 
departments and agencies, including National 
Defence, and also reflect the ongoing assessment 
of the government's liabilities. On a year-over- 
year basis, these expenses increased $0.2 billion 
Of3.5) Per Cent: 


Public debt charges decreased by $36 million. 


April to May 2006 


In the first two months of the fiscal year, 
there was a budgetary surplus of $3.3 billion, 
$1.4 billion more than the $1.9-billion surplus 
reported for the same period of 2005—06. 


Revenues and expenses 


(May 2006) 
$ billions 
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g Public 
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Budgetary revenues were up $2.0 billion, or 


5.6 per cent, to $37.2 billion. 


¢ Personal income tax revenues rose 


$2.1 billion, or 13.2 per cent, reflecting 
strong growth in employment and wages 
and salaries. 


Corporate income tax revenues were up 

$0.4 billion, or 8.9 per cent, reflecting the 
higher instalment base, which in turn reflects 
profit growth in 2005. In addition, while the 
accelerated elimination of the federal capital 
tax announced in Budget 2006 was 
retroactive to January 2006, it is not yet 
reflected in corporate income tax collections. 
The measure is expected to be reflected in 
instalment payments in the coming months. 


Other income tax revenues increased by 
$0.1 billion, or 16.0 per cent. 


Excise taxes and duties declined by 

$0.3 billion, or 4.2 per cent, largely due to 

a decline in GST revenues. GST revenues 
decreased $0.3 billion, or 4.6 per cent, in 
spite of a 7.6-per-cent increase in retail sales 
over the corresponding period. The decline is 
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largely the result of unusually strong GST 
growth at this point last year, which fell into 
line with retail sales growth as the year 
progressed. GST growth is expected to 
become consistent with retail sales growth 
as the year progresses. Weak GST growth to 
date also reflects weak growth in GST on 
imports over the April to May period. 
Custom import duties were up marginally 
by 0.8 per cent or $4 million. Sales and 
excise taxes were down $0.1 billion, while 
revenues from the Air Travellers Security 
Charge were up $4 million. 


¢ EI premiums were down 7.0 per cent, 
reflecting the reduction in the premium rate 
in January 2006. 


¢ Other revenues were down $47 million, 
or 1.7 per cent. 


Program expenses in the April to May 2006 
period were $28.4 billion, up $0.7 billion, or 
2.4 per cent, over the same period of 2005—06, 
with the increase largely attributable to higher 
subsidies and transfers. Public debt charges 
declined by $0.1 billion. 
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Transfer payments, which account for over 
two-thirds of total program expenses, 
increased by $0.5 billion, or 2.9 per cent. 


¢ Transfers to persons advanced by 
0.6 per cent. Elderly benefits were up 
4.5 per cent, while EI benefits were down 
by 8.8 per cent. The year-to-date decline in 
EI benefits is mainly attributable to a decline 
in regular benefits, which is in turn due to 
improved labour market conditions 
compared to the same period in 2005—06. 


¢ Transfers to other levels of government 
were up $0.2 billion, or 3.9 per cent, 
reflecting the impact of the 2004 agreement 
on health care. 


¢ Subsidies and other transfers increased by 
6.9 per cent, reflecting the impact of 
measures from recent budgets. 


Other program expenses increased by 

1.3 per cent. This growth was due to increases 
in Crown corporation expenses and Defence 
spending, partially offset by a decrease 

in spending by all other departmental 

and agencies. 


Public debt charges were down 1.8 per cent 
compared to the same period last year, due to a 
decline in the stock of interest-bearing debt. 


Financial source of $2.8 billion for 
April to May 2006 


The budgetary balance is presented on a full 
accrual basis of accounting, recording 
government assets and liabilities when they 
are receivable or incurred, regardless of when 
the cash is received or paid. In contrast, the 
financial source/requirement measures the 
difference between cash coming in to the 
Government and cash going out. This measure 
is affected not only by changes in the 
budgetary balance but also by the cash 
source/requirement resulting from the 
Government’s investing activities through its 
acquisition of capital assets and its loans, 
financial investments and advances, as well as 
from other activities, including payment of 
accounts payable and collection of accounts 
receivable, foreign exchange activities, and 
the amortization of its tangible capital assets. 
The difference between the budgetary balance 
and financial source/requirement 1s recorded 
in non-budgetary transactions. 


Non-budgetary transactions resulted in a net 
requirement of $0.5 billion in the April to May 
period, down $3.2 billion from the requirement 
in the same period of 2005-06. 


With a budgetary surplus of $3.3 billion 
and a net requirement of $0.5 billion from 
non-budgetary transactions, there was a 
financial source of $2.8 billion in the first 
two months of 2006—07 compared to a 
financial requirement of $1.9 billion from 
the same period last year. 


The Fiscal Monitor 


Net financing activities 
down $10.0 billion 


The government used this financial source of 
$2.8 billion and a reduction in its cash balances 
of $7.2 billion to reduce its market debt by 
$10.0 billion by the end of May 2006, largely 
through a reduction of treasury bills. The 
level of cash balances varies from month to 
month based on a number of factors 
including periodic large debt maturities, 
which can be quite volatile on a monthly 
basis. Cash balances at the end of May stood 
at $10.8 billion. 
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Table | 
Summary statement of transactions 


May April to May 
2005 2006 2005—06 2006-07 
($ millions) 
Budgetary transactions 
Revenues 17,365 18,268 SLO S95) 
Expenses 
Program expenses -14,060 -14,765 -27,714 -28,366 
Public debt charges -2,893 -2,857 -5,671 -5,571 
Budgetary balance (deficit/surplus) 412 646 1,868 3,288 
Non-budgetary transactions GIN) 3,380 =3721 -472 
Financial source/requirement B19! 4,026 -1,853 2 S16 
Net change in financing activities 35158 2,224 -4,390 -9,988 
Net change in cash balances 6,949 6,250 -6,243 =f, 172 
Cash balance at end of period 10,878 LOPS? 
Note: Positive numbers indicate net source of funds. Negative numbers indicate net requirement for funds. 
Table 2 
Budgetary revenues 
May April to May 
2005 2006 Change 2005-06 2006-07 Change 
($ millions) (%) ($ millions) (%) 
Tax revenues 
Income taxes 
Personal income tax Np Siete) S212 1220 >). 17,723 [Se 
Corporate income tax 2,440 2,941 20,5 4,844 5,274 8.9 
Other income tax revenue 340 336 -1.2 574 666 16.0 
Total income tax LOLS 11,489 13:6 DALOTO 23,663 8 
Excise taxes and duties 
Goods and services tax 3,093 2,693 -12.9 5,812 5,547 -4.6 
Customs import duties eis 223 -18.3 514 518 0.8 
Sales and excise taxes 807 723 -10.4 eSS7 1,484 -4.7 
Air Travellers Security Charge 29 31 6.9 62 66 6.5 
Total excise taxes and duties 4,202 3,670 = bee] 7,945 LOLS -4.2 
Total tax revenues 14.317 IS Se 5.9 29,015 S278 7.8 
Employment Insurance premiums 1,707 1,581 -7.4 3,461 Re Al) -7.0 
Other revenues 1,341 1528 13.9 QTE 2-730 -1.7 
Total budgetary revenues i 216) 18,268 See 35;253 Se 5.6 


Note: Totals may not sum due to rounding. 
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Table 3 
Budgetary expenses 
May April to May 
2005 2006 Change 2005-06 2006-07 Change 
($ millions) (%) ($ millions) (%) 
Transfer payments 
Transfers to persons 
Elderly benefits 2,396 2,506 4.6 4,798 5,012 4.5 
Employment Insurance benefits 1,366 ROS 2 -23.0 2,526 2,303 -8.8 
Child tax benefits VP? 798 3.4 1,547 1,608 3.9 
Total 4,534 4,356 -3.9 8,871 Sao 0.6 
Transfers to other levels of government 
Support for health and 
other social programs 
Canada Health Transfer 1,583 1,678 6.0 3.167 S00: 6.0 
Canada Social Transfer 685 708 3.4 1371 1,417 3.4 
Total 2,268 2,386 52 4,538 4,774 5.2 
Fiscal transfers 1,228 285 4.6 DRI RSS 2213 1.6 
Canada’s cities and communitites 0 0 n/a 0 0 n/a 
Alternative Payments for 
Standing Programs -254 -268 Is -508 -537 Sp 
Total 3,242 3,403 5.0 6,208 6,450 Sis) 
Subsidies and other transfers 
Agriculture 340 463 36.2 476 sei 12.8 
Foreign Affairs and International Trade 116 409 22.0 382 435 he) 
Health 7 205 199 274 312 139 
Human Resources Development 206 2995 43.2 Pee) 389 20.4 
Indian and Northern Development 296 SG 6.8 970 974 0.4 
Industry and Regional Development 88 1 -18.2 207 180 -13.0 
Other 274 284 3.6 762 801 51 
Total 1,491 2,044 Bde 3,394 3,628 6.9 
Total transfer payments SPAGM! 9,803 5.8 18,473 19,001 MS, 
Other program expenses 
Crown corporation and foundation expenses 
Canadian Broadcasting Corporation oe) 115 Shs) 280 330 19 
Canada Mortgage and 
Housing Corporation 2A) 190 -13.2 368 380 333 
Other 385 413 Jee 799 807 1.0 
Total 679 718 a 1,447 Poly 4.8 
Defence 1,068 1,119 4.8 1,884 2,153 14.3 
All other departments and agencies 3,046 Spl es) 2.0 5,910 5,695 -3.6 
Total other program expenses 4,793 4,962 3.5 9,241 9:365 PS 
Total program expenses 14,060 14,765 520) 27,714 28,366 2.4 
Public debt charges 2,893 2857 -1.2 5,071 5.001 -1.8 
Total budgetary expenses 16,953 17,622 3.9 33.58) 33.937, [Si 


Note: Totals may not sum due to rounding. 
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Table 4 
The budgetary balance and financial source/requirement 


May April to May 
2005 2006 2005—06 2006-07 
($ millions) 
Budgetary balance (deficit/surplus) 412 646 1,868 3,288 
Non-budgetary transactions 
Capital investing activities 8 37] 116 12 
Other investing activities 40 -35 -368 520 
Pension and other accounts -253 -397 -821 -176 
Other activities 
Accounts payable, receivables, accruals 
and allowances 2,847 Dylon! -3,920 GS 
Foreign exchange activities -105 412 713 1,470 
Amortization of tangible capital assets 242 PAW? 499 474 
Total other activities 2,984 Ses -2,648 -828 
Total non-budgetary transactions 2,779 3,380 ee PA -472 
Net financial source/requirement Sho 4,026 -1,853 2,816 
Note: Totals may not sum due to rounding. 
Table 5 
Financial source/requirement and net financing activities 
May April to May 
2005 2006 2005-06 2006-07 
($ millions) 
Net financial source/requirement 3,191 4,026 -1,853 2,816 
Net increase (+)/decrease (-) in financing activities 
Unmatured debt transaction 
Canadian currency borrowings 
Marketable bonds 2716 758 1,667 1,061 
Treasury bills 1,200 2,800 -4,500 -7,700 
Canada Savings Bonds -78 -43 -139 -126 
Other 0 -285 0 -345 
Total 3,898 32230) -2,972 -7,110 
Foreign currency borrowings =L95 -948 -1,424 -2,776 
Total 3,703. 222 -4,396 -9,886 
Cross currency swap revaluation 0 0 0 -2 
Unamortized discounts on debt issues oD) -57 6 -85 
Obligations related to capital leases 0 -| 0 -15 
Net change in financing activities SOS 2,224 -4,390 -9,988 
Change in cash balance 6,949 6,250 -6,243 -7,172 


Note: Totals may not sum due to rounding. 
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Highlights 
June 2006: budgetary surplus of $2.2 billion 


There was a budgetary surplus of $2.2 billion in June 2006, up $0.7 billion from the surplus 
in June 2005. Revenues increased by $1.5 billion due mainly to strong growth in income tax 
revenues. Program expenses increased by $0.7 billion, primarily reflecting increases in other 
program expenses, notably defence spending. Public debt charges were up $0.1 billion. 


April to June 2006: budgetary surplus of $5.4 billion 


For the first three months of the 2006-07 fiscal year, the budgetary surplus is estimated at 

$5.4 billion, up $2.1 billion from the $3.3-billion surplus posted in the same period of 2005—06. 
Revenues were up $3.4 billion, reflecting strong growth in income tax revenues, slightly offset by 
a decline in excise taxes and duties and employment insurance (EI) premiums. Program expenses 
were up $1.3 billion, or 3.2 per cent, due to both higher transfers and increased other program 
expenses. Public debt charges were down slightly. 


It should be noted that more than two-thirds of the $14.3 billion in tax reductions and 
expenditure increases for 2006—07 announced in the 2006 budget, including the goods and 
services tax (GST) reduction and the introduction of the Universal Child Care Benefit, which 
did not come into effect until July 1, are not reflected in the monthly results to date. Therefore 
the fiscal results to date are not representative of the developments expected over the remainder 
of 2006-07. 


Quarterly update of 2006—07 surplus projection: surplus expected to somewhat 
exceed Budget 2006 projection of $3.6 billion 


Since the May budget, there have been a number of economic and fiscal developments that 
influence the outlook for 2006-07. In particular, preliminary year-end results for 2005—06 and 
data for the first three months of this fiscal year are now available. 


Although final audited 2005—06 results will not be available until the fall, preliminary 2005—06 
results and year-to-date revenue and expense data suggest that the budgetary surplus for 2006-07 
will somewhat exceed the Budget 2006 projection of $3.6 billion. The degree to which the actual 
surplus for 2006-07 differs from the Budget 2006 projection will depend on the final audited 
outcome for 2005-06, the carry-forward of these results to 2006—07, and economic developments 
through the remainder of this fiscal year. 
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June 2006 


There was a budgetary surplus of $2.2 billion 
in June 2006, up $0.7 billion from June 2005. 


Budgetary revenues increased by $1.5 billion, 
or 8.1 per cent, to $19.3 billion. 


Personal income tax revenues were up 

$1.1 billion, or 13.3 per cent. This reflects 
solid growth in employment and wages and 
salaries as well as strong growth in tax 
revenues relative to this base, which in turn 
reflects the interaction of real income gains 
and the progressivity of the tax system. 


Corporate income tax revenues rose 
$139 million, or 4.9 per cent, in June 
following a 20.5-per-cent increase in May. 


Other income tax revenues—withholdings 
from non-residents—increased by 
$27 million, or 8.6 per cent. 


Excise taxes and duties were up 

$167 million, or 4.7 per cent. This increase 
is largely due to a $169-million, or 
7.1-per-cent, rise in GST revenues, 
following a 12.9-per-cent decrease in GST 
revenues in May. 


EI premiums were down 7.6 per cent, 
reflecting both the decline in the premium 
rate from $1.95 to $1.87 per $100 of 
insurable earnings, effective 

January |, 2006, as well as the transfer to 
the province of Quebec of the responsibility 
for delivering maternity and parental 
benefits in that province along with 

the associated premiums, effective the 

same date. 


Other revenues, consisting of net profits 
from enterprise Crown corporations, 
revenues of consolidated Crown 
corporations, sales of goods and services, 
returns on investments, foreign exchange 
revenues, revenues of certain foundations 
and miscellaneous revenues, were up 
$0.2 billion. This component of revenues 
can be volatile on a monthly basis. 


Program expenses were $14.2 billion in 

June 2006, up $0.7 billion, or 4.8 per cent, 
from June 2005, reflecting increases in other 
program expenses, notably defence spending. 


Transfer payments were up $68 million, or 
0.8 per cent. 


¢ Transfers to persons, consisting of elderly 
benefits, EI benefits and child tax benefits, 
were up $81 million, or 1.9 per cent. Elderly 
benefits increased 4.7 per cent due to both 
higher average benefits, which are indexed 
to Consumer Price Index inflation, and an 
increase in the number of individuals 
eligible for benefits. EI benefit payments 
decreased 6.0 per cent, reflecting declines in 
regular and maternity benefits. Child tax 
benefits were up 3.7 per cent. 


¢ Transfers to other levels of government, 
consisting of federal transfers in support of 
health and other social programs (Canada 
Health Transfer and Canada Social 
Transfer), fiscal transfers, transfers to 
provinces on behalf of Canada’s cities 
and communities, and Alternative Payments 
for Standing Programs, were down 
$132 million, or 4.0 per cent, reflecting a 
decline in fiscal transfers, slightly offset 
by an increase in federal transfers in support 
of health and other social programs. 


Revenues and expenses 
(April-June 2006) 


$ billions 


El premiums 


Expenses 


Subsidies and 


Other revenues 5.3 
other transfers 


Corporate 


: Public 
income taxes 


debt charges 


Transfers to other 


Excise taxes : 
levels of gov't 


and duties 


Transfers to 

“ persons 
Personal 

income taxes 


Other program 
“expenses 


The Fiscal Monitor 


¢ Subsidies and other transfers increased 
by $119 million, or 8.0 per cent. This 
component is volatile on a monthly basis. 


Other program expenses consist of transfers 


to Crown corporations, the expenses of certain 


foundations, and operating expenses for 


departments and agencies, including National 


Defence. They also reflect the ongoing 
assessment of the Government’s liabilities. 
On a year-over-year basis, these expenses 
increased $0.6 billion, or 12.9 per cent, with 
higher defence expenses responsible for 
roughly half of this increase. 


Public debt charges increased by $71 million. 


April to June 2006 


In the first three months of the 2006—07 
fiscal year, there was a budgetary surplus of 
$5.4 billion, $2.1 billion higher than the 
$3.3-billion surplus reported for the same 
period of 2005-06. 


Budgetary revenues were up $3.4 billion, 
or 6.4 per cent, to $56.5 billion. 


¢ Personal income tax revenues rose 
$3.1 billion, or 13.3 per cent, reflecting 
ongoing growth in employment and wages 
and salaries, combined with the 
progressivity of the personal income 
tax system. 


Budgetary balance 


$ billions % of GDP 
30 6 


[_] left scale —— right scale 


-40 -8 


1994- 1996- 1998- 2000- 2002- 2004- . 
1995 1997 1999 2001 2003 2005 


Sources: Department of Finance and Statistics Canada. 


* Corporate income tax revenues were up 


$0.6 billion, or 7.4 per cent, reflecting a 
higher corporate instalment payment base, 
which in turn reflects profit growth in 
2005. While the accelerated elimination 
of the federal capital tax announced in 
Budget 2006 was retroactive to 

January 2006, it is not yet reflected in 
corporate income tax collections. The 
measure should be reflected in instalment 
payments in the coming months. 


Other income tax revenues increased by 
$0.1 billion, or 13.4 per cent. 


Excise taxes and duties declined by 

$0.2 billion, or 1.4 per cent, due to declines 
in GST and sales and excise tax revenues. 
GST revenues decreased $0.1 billion, or 

1.2 per cent, compared to an increase of 
almost 9 per cent in retail sales over the 
corresponding period. This weakness is 
largely the result of unusually strong GST 
growth during the same period last year, as 
well as weak growth in GST on imports over 
the April to June 2006 period. The growth in 
net GST receipts is expected to move more 
into line with that of retail sales as the year 
progresses, abstracting from the impact of the 
reduction in the tax rate. Sales and excise 
taxes were down $0.1 billion, or 3.5 per cent, 
while customs import duties and revenues 
from the Air Travellers Security Charge were 
up $10 million and $6 million respectively. 


Federal debt 
(accumulated deficit) 
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¢ EI premiums were down 7.2 per cent, 
reflecting the reduction in the premium rate 
on January 1, 2006, as well as the transfer to 
the province of Quebec of the responsibility 
for delivering maternity and parental benefits 
in that province along with the associated 
premiums, effective the same date. 


¢ Other revenues rose $127 million, or 
3.0 per cent: 


Program expenses in the April to June 2006 
period were $42.6 billion, up $1.3 billion or 
3.2 per cent from the same period of 2005—06, 
largely due to higher transfers and increased 
defence spending. Public debt charges 
declined by $30 million. 


Transfer payments, which account for about 
two-thirds of total program expenses, 
increased by $0.6 billion, or 2.2 per cent. 


¢ Transfers to persons advanced by 
1.0 per cent. Elderly benefits were up 
4.5 per cent while EI benefits were down 
8.0 per cent. The year-to-date decline in 
EI benefits is mainly due to a decline in 
regular benefits, which is in turn due to 
improved labour market conditions 
compared to the same period in 2005—06. 
Maternity benefits are also down year-to- 
date, reflecting the transfer to the province 
of Quebec of the responsibility for 
delivering maternity and parental benefits in 
that province. 


¢ Transfers to other levels of government were 
up $0.1 billion, or 1.1 per cent, largely due 
to the impact of the 2004 agreement on 
health care. 


¢ Subsidies and other transfers increased by 
$0.4 billion, or 7.2 per cent, reflecting the 
impact of recent budget measures. 


Other program expenses increased by 

$0.7 billion, or 5.2 per cent, mainly due to 
a $0.6-billion, or 20.1-per-cent, increase in 
defence spending. 


Public debt charges were down 0.4 per cent 
due to a decline in the stock of interest-bearing 
debt. 


Financial source of $0.3 billion 
for April to June 2006 


The budgetary balance is presented on a full 
accrual basis of accounting, recording 
government assets and liabilities when they are 
receivable or incurred, regardless of when the 
cash 1s received or paid. In contrast, the 
financial source/requirement measures the 
difference between cash coming in to the 
Government and cash going out. This measure 
is affected not only by changes in the 
budgetary balance but also by the cash 
source/requirement resulting from the 
Government’s investing activities through its 
acquisition of capital assets and its loans, 
financial investments and advances, as well as 
from other activities, including payment of 
accounts payable and collection of accounts 
receivable, foreign exchange activities, and the 
amortization of its tangible capital assets. The 
difference between the budgetary balance and 
financial source/requirement is recorded in 
non-budgetary transactions. 


Non-budgetary transactions resulted in a net 
requirement of $5.1 billion in the April to 
June 2006 period, down $3.5 billion from 
the $8.7-billion requirement in the same 
period of 2005-06. 


With a budgetary surplus of $5.4 billion 
and a net requirement of $5.1 billion from 
non-budgetary transactions, there was a 
financial source of $0.3 billion in the first 
three months of 2006—07 compared to a 
financial requirement of $5.4 billion in the 
same period of 2005-06. 


Net financing activities down $15.5 billion 


The Government used this financial source of 
$0.3 billion and a reduction in its cash balances 
of $15.2 billion to reduce its market debt by 
$15.5 billion by the end of June 2006, largely 
through a reduction of treasury bills. The level 
of cash balances varies from month to month 
based on a number of factors including periodic 
large debt maturities, which can be quite 
volatile on a monthly basis. Cash balances at 
the end of June stood at $2.7 billion. 
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Quarterly update of the fiscal outlook for 2006—07 


This section provides a qualitative update of the fiscal outlook for 2006—07 based on 
preliminary fiscal results for 2005—06 and fiscal data for the current fiscal year to date. A full 
and comprehensive update of the fiscal outlook will be provided in the fall Economic and Fiscal 
Update, which will incorporate the final audited results for 2005—06 presented in the Annual 
Financial Report of the Government of Canada and the most recent economic outlook by 
private sector economists. 


Overview 


The budgetary surplus for 2006—07 is now expected to somewhat exceed the Budget 2006 
projection of $3.6 billion, reflecting lower expected program expenses. Total revenues are 
expected to be largely unchanged from the Budget 2006 outlook. 


Economic outlook 


Based on the June survey of private sector economic forecasters, the outlook for real gross 
domestic product (GDP) growth has been revised up marginally to 3.1 per cent in 2006 and 

2.8 per cent in 2007, but the forecast for GDP inflation has dropped significantly this year. As 
a result, nominal GDP growth in 2006 has been revised down to 5.2 per cent from 6.0 per cent 
projected in Budget 2006. Nominal GDP growth in 2007 has been revised up slightly from 

4.6 per cent to 4.8 per cent. A new survey of private sector forecasters will be conducted in 
September, after the release of the second-quarter National Accounts, and the revised economic 
outlook will be used to update the fiscal projections to be presented in the fall Economic and 
Fiscal Update. 


Fiscal outlook 


The budgetary surplus for 2006—07 is currently expected to somewhat exceed the Budget 2006 
projection of $3.6 billion. The improvement reflects lower expected program expenses, largely 
due to lower estimated program expenses for the 2005—06 fiscal year. Total revenues are 
expected to be largely unchanged from the Budget 2006 outlook. The degree to which the actual 
surplus for 2006-07 exceeds the Budget 2006 projection will depend on the final audited 
outcome for 2005—06, the carry-forward of lower program expenses to 2006—07, and economic 
developments through the remainder of this fiscal year. 


Based on results through March 2006, corporate income taxes are expected to be weaker 

than projected in the 2006 budget, and this weakness is expected to carry forward into 2006-07. 
Personal income tax revenues are expected to be stronger than projected in the 2006 budget. 
Monthly financial results for the April to June period indicate that the strong growth in personal 
income tax receipts seen last year is continuing so far this year, reflecting strong growth in 
employment and wages and salaries combined with the progressivity of the personal income 

tax system. 


The results for 2005—06 must still be finalized and audited, and will be published in the Annual 
Financial Report of the Government of Canada in the fall. A comprehensive update of the fiscal 
outlook for this year and beyond will be provided in the fall Economic and Fiscal Update. 
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Table 1 


Summary statement of transactions 


June April to June 
2005 2006 2005-06 2006-07 
($ millions) 
Budgetary transactions 
Revenues 17,806 19,256 5,058 56,480 
Expenses 
Program expenses -13,533 -14,188 -41,246 -42,554 
Public debt charges -2,845 -2,916 -8,517 -8,487 
Budgetary balance (deficit/surplus) 1,428 252 Oo o5 5,439 
Non-budgetary transactions -4,937 -4,660 -8,661 -5,130 
Financial source/requirement -3,509 -2,508 -5,366 309 
Net change in financing activities -3,926 -5,501 -8,317 -15,490 
Net change in cash balances -7,435 -8,009 -13,683 =15,181 
Cash balance atend of period Te SA Peden! 
Note: Positive numbers indicate net source of funds. Negative numbers indicate net requirement for funds. 
Table 2 
Budgetary revenues 
June April to June 
2005 2006 Change 2005—06 2006-07 Change 
($ millions) (%) ($ millions) (%) 
Tax revenues 
Income taxes 
Personal income tax 8,035 9,103 1333 23,688 26,827 13 
Corporate income tax 2,836 2,975 4.9 7,680 8,249 7.4 
Other income tax revenue eule 340 8.6 887 1,006 13.4 
Total income tax 11,184 12,418 11.0 32,25) 36,082 Hie) 
Excise taxes and duties 
Goods and services tax 2,383 Dagyey) Ve 8,195 8,100 -1.2 
Customs import duties 282 289 PTD 797 807 158) 
Sales and excise taxes 846 836 =|2 2,404 Digg) 2) -3.5 
Air Travellers Security Charge 28 29 3.6 90 96 6.7. 
Total excise taxes and duties 3,539 52106 4.7 11,486 lig se -1.4 
Total tax revenues 14,723 16,124 9.5 43,741 47,404 8.4 
Employment insurance premiums 1,645 15520 -7.6 S105 4,737 -7.2 
Other revenues 1,438 1,612 121 4,212 4,339 3.0 
Total budgetary revenues 17,806 19,256 8.1 53,058 56,480 6.4 


Note: Totals may not sum due to rounding. 
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Table 3 
Budgetary expenses 
June April to June 
2005 2006 Change 2005—06 2006-07 Change 
($ millions) (%) ($ millions) (%) 
Transfer payments 
Transfers to persons 
Elderly benefits 2,405 2,918 4.7 7,203 7,530 4.5 
Employment insurance benefits 995 935 -6.0 3,520 3,238 -8.0 
Child tax benefits ISS 785 3.1 2,304 2592 3.8 
Total 4,157 4,238 1.9 13,027 13,160 1.0 
Transfers to other levels of government 
Support for health and 
other social programs 
Canada Health Transfer ies hey3 1,678 6.0 4,750 33055 6.0 
Canada Social Transfer 685 708 3.4 2,056 DADS 3.4 
Total 2,268 2,386 5.2 6,806 7,160 32 
Fiscal transfers 15320 1,084 -17.9 3,498 3,296 -5.8 
Canada’s cities and communitites 0 0 n/a 0 0 n/a 
Alternative Payments for 
Standing Programs -254 -268 St -761 -805 Bias 
Total 3,334 3,202 -4.0 9,543 9,651 fet 
Subsidies and other transfers 
Agriculture 168 132 -21.4 644 669 a) 
Foreign Affairs and International Trade 125 94 -24.8 507 529 4.3 
Health 136 102 -25.0 410 414 1.0 
Human Resources Development 134 110 “14.9 457 499 a2 
Indian and Northern Development 360 318 -11.7 1,330 15292 -2.9 
Industry and Regional Development 221 172 -22.2 428 251 -18.0 
Other B25 670 100.0 1,099 1,472 33.9 
Total 1,479 1,598 8.0 4,875 5,226 ez 
Total transfer payments 8,970 9,038 0.8 27,445 28,037 2.2 
Other program expenses 
Crown corporation and foundation expenses 
Canadian Broadcasting Corporation HS 85 13.3 359 415 16.9 
Canada Mortgage and 
Housing Corporation 150 88 -41.3 518 468 -9.7 
Other 322 347 7.8 1,123 1151 2.5 
Total 547 520 -4.9 15996 2,034 jee) 
Defence 1,012 1,324 30.8 2,896 3,477 20.1 
All other departments and agencies 3,004 3,306 10.1 8,909 9,006 1.1 
Total other program expenses 4,563 9,150 EE) 13,801 14,517 aes 
Total program expenses 135955 14,188 48 41,246 42,554 a aye) 
Public debt charges 2,845 2,916 we S017 8,487 -0.4 
Total budgetary expenses 16,378 17,104 4.4 49,763 51,041 2.6 


Note: Totals may not sum due to rounding. 
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Table 4 
The budgetary balance and financial source/requirement 


June April to June 
2005 2006 2005-06 2006-07 
($ millions) 
Budgetary balance (deficit/surplus) 1,428 2a 3,295 5,439 
Non-budgetary transactions 
Capital investing activities -2,/24 -125 -2,608 -112 
Other investing activities -202 -68 -569 452 
Pension and other accounts -112 1,134 -936 958 
Other activities 
Accounts payable, receivables, accruals 
and allowances -1,947 -5,430 -5,868 -8,201 
Foreign exchange activities -184 -393 589 1,078 
Amortization of tangible capital assets ABD) 22) Teal 695 
Total other activities -1,899 -5,601 -4,548 -6,428 
Total non-budgetary transactions -4,937 -4,660 -8,661 -5,130 
Net financial’source/requirement -3,509 -2,508 -5,366 309 
Note: Totals may not sum due to rounding. 
Table 5 
Financial source/requirement and net financing activities 
June April to June 
2005 2006 2005-06 2006-07 
($ millions) 
Net financial source/requirement -3,509 -2,508 -5,366 309 
Net increase (+)/decrease (-) in financing activities 
Unmatured debt transactions 
Canadian currency borrowings 
Marketable bonds -3,303 -2,961 -1,636 -1,899 
Treasury bills -400 -1,900 -4,900 -9,600 
Canada Savings Bonds -81 -92 -220 -218 
Other -139 -34] -139 -687 
Total -3,923 -5,294 -6,895 -12,404 
Foreign currency borrowings aa -46 -1,380 -2,823 
Total -3,879 -5,340 -8,275 =lSs227 
Cross currency swap revaluation -1 0 -| -2 
Unamortized discounts on debt issues -44 -142 -39 -227 
Obligations related to capital leases -2 -19 -2 -34 
Net change in financing activities -3,926 -5,501 -8,317 -15,490 
Change in cash balance -7,435 -8,009 -13,683 -15,181 


Note: Totals may not sum due to rounding. 
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July 2006: budgetary surplus of $0.8 billion 


There was a budgetary surplus of $0.8 billion in July 2006, down $0.9 billion from the i tty 
in July 2005. Revenues increased by $0.7 billion, reflecting solid growth in personal income tax 
revenues, combined with low growth in goods and services tax (GST) revenues and declines 

in employment insurance (EI) premium and corporate income tax revenues. Program expenses 
increased by $1.5 billion, reflecting increases in transfers to persons, which now include 
payments under the new Universal Child Care Benefit (UCCB) program, and increases 

in transfers to other levels of government. Public debt charges were up $0.1 billion. 


April to July 2006: budgetary surplus of $6.3 billion 


on 


For the first four months of the 2006-07 fiscal year, the budgetary surplus is estimated at 

$6.3 billion, up $1.2 billion from the $5.1-billion surplus posted in the same period of 2005-06. 
Revenues were up $4.2 billion, or 5.8 per cent, driven by strong growth in income tax revenues, 
slightly offset by declines in EI premium revenues, sales and excise taxes and GST revenues. 
Program expenses were up $2.8 billion, or 5.1 per cent, due to both higher transfers and other 
program expenses. Public debt charges were up $0.1 billion. 


The results to date do not include a significant portion of the $14.3 billion in tax reductions and 
expenditure increases for 2006—07 announced in the May 2006 budget. July represents only the 
first month of benefit payments under the new UCCB program ($181 million in July), which is 
expected to cost $1.6 billion over the full fiscal year, and the first month of the 1-percentage-point 
reduction in the GST rate, expected to cost $3.5 billion over the fiscal year. In addition, other 
spending measures have yet to come on stream. 


July 2006 
There was a budgetary surplus of $0.8 billion ¢ Corporate income tax revenues were 
in July 2006, down $0.9 billion from July 2005. virtually unchanged from July 2005, with 


Budgetary revenues increased by $0.7 billion, BORN ICC TO NU A TOMO 


or 4.0 per cent, to $19.2 billion. ¢ Other income tax revenues—withholdings 
from non-residents—were also virtually 


e Personal income tax revenues were up unchanged, up only 0.5 per cent 


$0.7 billion, or 7.8 per cent, down from an 
average growth rate of over 13 per cent 
through the first three months of the 

fiscal year. 
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¢ Excise taxes and duties were up $0.1 billion, 
or 2.2 per cent. GST revenues were 
relatively flat, rising only $46 million, or 
1.7 per cent, reflecting strong growth in 
retail sales, offset by the impact of the GST 
rate reduction effective July 1, 2006. 


¢ EI premium revenues declined by 6.6 per cent, 
reflecting both the decline in the premium 
rate from $1.95 to $1.87 per $100 of 
insurable earnings, effective January 1, 2006, 
as well as the transfer to the province of 
Quebec of the responsibility for delivering 
maternity and parental benefits in that 
province along with the associated 
premiums, effective the same date. 


¢ Other revenues, consisting of net profits 
from enterprise Crown corporations, 
revenues of consolidated Crown 
corporations, sales of goods and services, 
returns on investments, foreign exchange 
revenues, revenues of certain foundations 
and miscellaneous revenues, were up 
$0.1 billion. This component of revenues 
is volatile. 


Program expenses in July 2006 were 

$15.4 billion, up $1.5 billion, or 11.0 per cent, 
from July 2005, reflecting increases in transfer 
payments, notably transfers to persons and 
transfers to other levels of government. 


Transfer payments were up $1.5 billion, or 
lye percent. 


¢ Transfers to persons, consisting of elderly 
benefits, EI benefits and children’s benefits, 
were up $313 million, or 7.3 per cent. 
Elderly benefits increased by 5.1 per cent 
due to both higher average benefits, which 
are indexed to Consumer Price Index 
inflation, and an increase in the number of 
individuals eligible for benefits. EI benefit 
payments decreased by 1.9 per cent, 
reflecting declines in regular and maternity 
benefits. Children’s benefits consist of the 
Canada Child Tax Benefit and the new 
UCCB, which began on July 1, 2006. 


Children’s benefits were up $212 million, 
largely reflecting $181 million in transfers 
under the UCCB program. 


¢ Transfers to other levels of government, 
consisting of transfers in support of health 
and other social programs (Canada Health 
Transfer and Canada Social Transfer), fiscal 
transfers, transfers to provinces on behalf of 
Canada’s cities and communities, transfers 
for early learning and child care and 
Alternative Payments for Standing Programs, 
were up $1.1 billion, or 37.8 per cent. 
This increase is mainly attributable to an 
increase in fiscal transfers and a one-time 
$650-million transfer to provinces and 
territories under the Early Learning and 
Child Care Agreements. 


¢ Subsidies and other transfers, including 
transfers made by certain foundations, 
increased by $56 million, or 4.1 per cent, 
largely reflecting increased assistance to the 
farming sector. 


Other program expenses consist of transfers to 
Crown corporations and operating expenses for 
departments and agencies, including National 
Defence. They also reflect the ongoing 
assessment of the Government’s liabilities. 
These expenses increased by $69 million, or 
PS percent: 


Public debt charges increased by $136 million. 


Revenues and expenses 
(April to July 2006) 


$ billions 
Revenues 


Expenses 


Elpremiums 6. 


Subsidies and 


Other revenues 7.7 
other transfers 


6.9 
Corporate 


income taxes 11.4 


Public 
debt charges 


Transfers to other 
™ levels of gov't 


Excise taxes 
and duties 


178 Transfers to 
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Personal 
income taxes 
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April to July 2006 


In the first four months of the 2006-07 fiscal 
year, there was a budgetary surplus of 

$6.3 billion, up $1.2 billion from the 
$5.1-billion surplus reported for the same 
period of 2005-06. 


Budgetary revenues were up $4.2 billion, or 
5.8 per cent, to $75.6 billion. 


¢ Personal income tax revenues rose 
$3.8 billion, or 11.8 per cent, reflecting 
ongoing growth in employment and wages 
and salaries combined with the progressivity 
of the personal income tax system. 


¢ Corporate income tax revenues were up 
$0.6 billion, or 5.8 per cent, reflecting a 
higher corporate installment payment base, 
which in turn reflects profit growth in 2005. 


¢ Other income tax revenues increased by 
$0.1 billion, or 9.2 per cent. 


¢ Excise taxes and duties were down 
$0.1 billion, or 0.5 per cent, due to 
a $0.1-billion decline in sales and excise 
taxes and a $49-million, or 0.4-per-cent, 
decline in GST revenues, reflecting low 
growth in imports subject to GST and 
the impact of the GST rate reduction on 
July 1, 2006. Customs import duties were 
up $76 million and revenues from the Air 
Travellers Security Charge increased by 
$7 million. 


Budgetary balance 
$ billions % of GDP 
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¢ EI premium revenues declined by 7.1 per cent, 
reflecting the reduction in the premium rate 
on January 1, 2006, as well as the transfer to 
the province of Quebec of the responsibility 
for delivering maternity and parental 
benefits in that province along with the 
associated premiums, effective the same date. 


¢ Other revenues rose $0.2 billion, or 
Belepemcent, 


Program expenses in the April to July 2006 
period were $57.9 billion, up $2.8 billion, or 
5.1 per cent, over the same period of 2005-06, 
due to both higher transfers and increased 
operating costs of departments and agencies, 
including National Defence. Public debt 
charges increased by $0.1 billion. 


Transfer payments, which account for about 
two-thirds of total program expenses, 
increased by $2.1 billion, or 5.7 per cent. 


¢ Transfers to persons advanced by 2.6 per cent. 
Elderly benefits were up 4.7 per cent while 
EI benefits were down 6.5 per cent. The 
year-to-date decline in EI benefits is mainly 
attributable to a decline in regular benefits, 
which is in turn due to improved labour 
market conditions compared to the same 
period in 2005—06. Maternity benefits are 
also down year-to-date, reflecting the 
transfer to the province of Quebec of the 
responsibility for delivering maternity and 


Federal debt 
(accumulated deficit) 
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parental benefits in that province. Children’s 
benefits increased by 9.7 per cent, largely 
reflecting transfers under the new UCCB, 
which began on July 1, 2006. 


¢ Transfers to other levels of government were 
up $1.2 billion, or 9.6 per cent, largely due 
to the impact of the 2004 agreement on 
health care, as well as a $650-million 
transfer to provinces and territories in 
July 2006 for early learning and child care. 


¢ Subsidies and other transfers increased by 
$0.4 billion, or 6.5 per cent, reflecting the 
impact of measures from recent budgets. 


Other program expenses increased by 

$0.8 billion, 4.1 per cent, reflecting an 
increase in the operating costs of departments 
and agencies, including National Defence. 
Crown corporation expenses declined by 

$0.1 billion, or 2.4 per cent. 


Public debt charges were up 0.9 per cent due 
to an increase in the average effective interest 
rate on the stock of interest-bearing debt. 


Financial source of $2.9 billion 
for April to July 2006 


The budgetary balance is presented on a full 
accrual basis of accounting, recording 
government assets and liabilities when they 
are receivable or incurred, regardless of when 
the cash is received or paid. In contrast, 

the financial source/requirement measures 

the difference between cash coming in to the 
Government and cash going out. This measure 
is affected not only by changes in the budgetary 
balance but also by the cash source/requirement 
resulting from the Government’s investing 
activities through its acquisition of capital 


assets and its loans, financial investments and 
advances, as well as from other activities, 
including payment of accounts payable and 
collection of accounts receivable, foreign 
exchange activities, and the amortization of its 
tangible capital assets. The difference between 
the budgetary balance and financial 
source/requirement 1s recorded in non- 
budgetary transactions. 


Non-budgetary transactions resulted in a net 
requirement of $3.4 billion in the April to July 
period, down from a $10.5-billion requirement 
in the same period of 2005—06. The decrease 
in the net requirement largely reflects a number 
of one-time payments made in 2005-06, such 
as a $2.8-billion transfer under the Offshore 
Revenues Accords made in June 2005 upon 
passage of the Budget Implementation Act, 2005. 


With a budgetary surplus of $6.3 billion and 
a net requirement of $3.4 billion from non- 
budgetary transactions, there was a financial 
source of $2.9 billion in the first four months 
of 2006—07 compared to a financial 
requirement of $5.4 billion in the same 
period of 2005-06. 


Net financing activities down $16.8 billion 


The Government used this financial source of 
$2.9 billion and a reduction in its cash balances 
of $13.9 billion to reduce its market debt by 
$16.8 billion by the end of July 2006, largely 
through a reduction of treasury bills. The level 
of cash balances varies from month to month 
based on a number of factors including periodic 
large debt maturities, which can be quite 
volatile on a monthly basis. Cash balances at 
the end of July stood at $4.0 billion. 
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Table 1 
Summary statement of transactions 


July April to July 
2005 2006 2005-06 2006-07 


($ millions) 


Budgetary transactions 


Revenues 18,416 19,151 71,475 75,630 
Expenses 
Program expenses -13,853 -15,373 -55,101 -57,927 
Public debt charges -2,802 -2,938 -11,319 -11,425 
Budgetary balance (deficit/surplus) 7 840 5,055 6,278 
Non-budgetary transactions -1,819 eee! -10,480 -3,359 
Financial source/requirement -58 2,611 -5,425 2,919 
Net change in financing activities -22 -1,523 -8,339 -16,813 
Net change in cash balances -80 1,288 -13,764 -13,894 
Cash balance at end of period 3,36 l 4,040 


Note: Positive numbers indicate net source of funds. Negative numbers indicate net requirement for funds. 


Table 2 
Budgetary revenues 
July April to July 
2005 2006 Change 2005-06 2006-07 Change 
($ millions) (%) ($ millions) (%) 
Tax revenues 
Income taxes 
Personal income tax 8,896 9,590 7.8 32,584 36,417 11.8 
Corporate income tax 1,997 1,990 -0.4 9,677 10,239 5.8 
Other income tax 428 430 0.5 Mats 1,436 9.2 
Total income tax 13321 12,010 6.1 43,576 48,092 10.4 
Excise taxes and duties 
Goods and services tax 219 2,765 eel 10,914 10,865 -0.4 
Customs import duties 249 315 26.5 1,046 i2 he) 
Sales and excise taxes 817 787 -3.7 SEPA | 3,106 -3.6 
Air Travellers Security Charge 30 3] aie) 120 127 5.8 
Total excise taxes and duties 8815 3,898 2.2 F530! 155220. -0.5 
Total tax revenues 155136 15,908 5.1 58,877 63,312 eS 
Employment insurance premiums 1,461 1,365 -6.6 6,566 6,102 -7.1 
Other revenues 1,819 1,878 3,2 6,032 6,216 Sel 
Total budgetary revenues 18,416 OSS 4.0 71,475 75,630 5.8 


Note: Totals may not add due to rounding. 
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Table 3 
Budgetary expenses 
April to July 
2005 2006 Change 2005-06 2006-07 Change 
($ millions) (%) ($ millions) (%) 
Transfer payments 
Transfers to persons 
Elderly benefits 2,371 2,493 Sal 9,574 10,023 4.7 
Employment insurance benefits 1,108 1,087 -1.9 4,628 4,325 -6.5 
Children’s benefits 803 LOIS 26.4 3,107 3,407 9.7 
Total 4,282 4,595 The: 72309 iaoS 2.6 
Transfers to other levels of government 
Support for health and 
other social programs 
Canada Health Transfer 1,583 1,678 6.0 6,333 6,713 6.0 
Canada Social Transfer 686 708 32 2,742 2,833 353 
Total 2,269 2,386 a D075 9,546 5:2 
Fiscal transfers 832 1,146 Sek 4,330 4,442 2.6 
Canada’s cities and communitites 0 0 n/a 0 0 n/a 
Early learning and child care 0 650 n/a 0 650 n/a 
Alternative Payments for 
Standing Programs -240 =237 -0.4 -1,001 see 4.3 
Total 2,861 3,943 37.8 12,404 13,594 9.6 
Subsidies and other transfers 
Agriculture 10 81 710.0 654 750 14.7 
Foreign Affairs and International Trade 173 178 2.9 680 707 4.0 
Health 191 222 ey 601 636 5.8 
Human Resources Development 120 97 OZ S77 596 3.3 
Indian and Northern Development 316 356 AF 1,646 1,648 0.1 
Industry and Regional Development 147 172 1720 a5 523 -9.0 
Other 401 308 -23.2 L726 2,016 16.8 
Total 1,358 1,414 4.1 6,459 6,876 6.5 
Total transfer payments 8,501 997 gee 36,172 Spe Pas) By / 
Other program expenses 
Crown corporation expenses 
Canadian Broadcasting Corporation 100 62 -38.0 455 477 4.8 
Canada Mortgage and 
Housing Corporation 186 72 -7.5 704 640 -9.1 
Other 336 303 -9.8 233 1,218 -1.2 
Total 622 Sei -13.7 2392 Pepe: -2.4 
Defence lles7Al 1,354 -13.8 4,467 4,831 8.1 
All other departments and agencies 3,159 3,000 ihe 12,070 12,536 Be 
Total other program expenses aoe 5,421 1S 18,929 19,702 4.1 
Total program expenses 13,853 S53 373 11.0 55,101 57927 54 
Public debt charges 2,802 2,938 4.9 Le3 79 11,425 0.9 
Total budgetary expenses 16,655 18,311 9.9 66,420 69,352 4.4 


Note: Totals may not add due to rounding. 
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Table 4 
The budgetary balance and financial source/requirement 
July April to July 
2005 2006 2005—06 2006-07 
($ millions) 
Budgetary balance (deficit/surplus) 1,761 840 3,055 6,278 
Non-budgetary transactions 
Capital investing activities 178 -187 19 -299 
Other investing activities -54] 11 -1,110 463 
Pension and other accounts -305 -846 -1,241 We 
Other activities 
Accounts payable, receivables, accruals 
and allowances -3,092 2,974 -11,409 -5,227 
Foreign exchange activities 1,679 -431 2,268 647 
Amortization of tangible capital assets 262 250 993 945 
Total other activities -1,151 2,193 -8,148 -3,635 
Total non-budgetary transactions -1,819 vagell -10,480 -3,359 
Net financial source/requirement -58 2,611 -5,425 ee 
Notes: July 2005 results have been adjusted to reflect the reclassification of certain amounts from “Capital investing 
activities” to “Acccounts payable, receivables, accruals and allowances.” 
Totals may not add due to rounding. 
Table 5 
Financial source/requirement and net financing activities 
July April to July 
2005 2006 2005—06 2006-07 
($ millions) 
Net financial source/requirement -58 EO -5,425 2,919 
Net increase (+)/decrease (-) in financing activities 
Unmatured debt transactions 
Canadian currency borrowings 
Marketable bonds 758 468 -878 -1,431 
Treasury bills 1,300 -1,500 -3,600 -11,100 
Canada Savings Bonds -88 -84 -308 -302 
Other -2 -223 -141 -910 
Total 1,968 -1,339 -4,927 -13,743 
Foreign currency borrowings -2,124 -86 -3,504 -2,909 
Total -156 -1,425 -8,431 -16,652 
Cross-currency swap revaluation -4 Z -5 0 
Unamortized discounts on debt issues 66 106 pag} -121 
Obligations related to capital leases 1p: -6 70 -40 
Net change in financing activities -22 -1,323 -8,339 -16,813 
Change in cash balance -80 1,288 -13,764 -13,894 


Note: Totals may not add due to rounding. 


For additional copies or subscription inquiries, please contact the Distribution Centre at 613-995-2855. 
For other inquiries about this publication, contact Chris Forbes at 613-995-6391. 
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Highlights 


August 2006: budgetary surplus of $6 million 


There was a budgetary surplus of $6 million in August 2006, compared to a $0.6-billion deficit 
in August 2005. Revenues increased by $1.1 billion, driven by strong growth in income tax 
revenues, partially offset by a drop in goods and services tax (GST) revenues, reflecting the cut 
to the GST rate on July 1, 2006. Program expenses increased by $0.5 billion, or 3.6 per cent, 
reflecting increases in transfers to persons, which now include payments under the new Universal 
Child Care Benefit (UCCB) program. Public debt charges were down $17 million. 


April to August 2006: budgetary surplus of $6.7 billion 


For the first five months of the 2006-07 fiscal year, the budgetary surplus is estimated at 

$6.7 billion, up $2.0 billion from the $4.8-billion surplus in the same period of 2005—06. 
Revenues were up $5.2 billion, or 6.0 per cent, driven by strong growth in income tax revenues, 
slightly offset by declines in excise tax and employment insurance (EI) premium revenues. 
Program expenses were up $3.2 billion, or 4.6 per cent, due to both higher transfers and other 
program expenses. Public debt charges were up $0.1 billion. 


The results to date are not representative of results expected for the fiscal year as a whole, as they 
do not yet reflect the full impact of the measures announced in Budget 2006. A full and complete 
update of the fiscal outlook will be provided in the upcoming Economic and Fiscal Update. 


August 2006 

There was a budgetary surplus of $6 million in ¢ Other income tax revenues—withholdings 
August 2006, compared to a $0.6-billion from non-residents—rose $0.2 billion, or 
deficit in August 2005. 61,2 percent. 

Budgetary revenues increased by $1.1 billion, ¢ Excise taxes and duties were down $0.4 billion, 
or 6.6 per cent, to $17.1 billion. driven by a $0.5-billion or 18.7-per-cent drop 


in GST revenues, reflecting the impact of the 
1-percentage-point reduction in the GST rate 
effective July 1, 2006. 

¢ EI premiums declined by 6.7 per cent, 
reflecting the decline in the premium rate 
from $1.95 to $1.87 per $100 of insurable 
earnings, effective January 1, 2006. 


Personal income tax revenues were up 
$0.5 billion, or 6.6 per cent, reflecting growth 
in employment and wages and salaries. 


Corporate income tax revenues increased 
by $0.7 billion, or 52.4 per cent, in part 
reflecting higher payments from the 
resource sector. 


hea pee ile of Finance iS oe des Finances Canada 
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¢ Other revenues, consisting of net profits 
from enterprise Crown corporations, 
revenues of consolidated Crown 
corporations, sales of goods and services, 
returns on investments, foreign exchange 
revenues, revenues of certain foundations 
and miscellaneous revenues, were up 
$0.3 billion. This component of revenues 
is volatile. 


Program expenses in August 2006 were 

$14.3 billion, up $0.5 billion or 3.6 per cent 
from August 2005, largely reflecting increases 
in transfers to persons and increased operating 
expenses of National Defence and 

other departments. 


Transfer payments were up $0.3 billion, 
or 3.6 per cent. 


¢ Transfers to persons, consisting of elderly 
benefits, EI benefits and children’s benefits, 
were up $308 million, or 7.1 per cent. Elderly 
benefits increased by 4.9 per cent due to both 
higher average benefits, which are indexed to 
Consumer Price Index inflation, and an 
increase in the number of individuals eligible 
for benefits. EI benefit payments decreased 
by 1.7 per cent, reflecting declines in regular 
and maternity benefits. Children’s benefits 
consist of the Canada Child Tax Benefit and 
the new UCCB, which began on July 1, 2006. 
Children’s benefits were up $210 million, 
largely reflecting $197 million in transfers 
under the UCCB program. 


¢ Transfers to other levels of government, 
consisting of transfers in support of health 
and other social programs (Canada Health 
Transfer and Canada Social Transfer), fiscal 
transfers, transfers to provinces on behalf of 
Canada’s cities and communities, transfers 
for early learning and child care and 
Alternative Payments for Standing Programs, 
were down $39 million, or 1.2 per cent. 


¢ Subsidies and other transfers increased by 
$47 million, or 3.7 per cent. 


Other program expenses consist of transfers to 


Crown corporations and operating expenses for 
departments and agencies, including National 
Defence. They also reflect the ongoing assessment 
of the Government’s liabilities. These expenses 
increased by $187 million, or 3.7 per cent. 


Public debt charges decreased by $17 million. 


April to August 2006 


In the first five months of the 2006-07 fiscal year, 
there was a budgetary surplus of $6.7 billion, up 
$2.0 billion from the $4.8-billion surplus reported 
in the same period of 2005—06. 


Budgetary revenues were up $5.2 billion, 
or 6.0 per cent, to $92.7 billion. 


¢ Personal income tax revenues rose 
$4.3 billion, or 10.8 per cent, reflecting 
solid growth in employment and wages and 
salaries combined with the progressivity 
of the personal income tax system. 


¢ Corporate income tax revenues were up 
$1.2 billion, or 11.2 per cent, reflecting a 
higher corporate instalment payment base 
and lower refunds to date, which in turn 
reflect profit growth in 2005 and ongoing 
gains in corporate profitability this year. 


* Other income tax revenues rose $0.3 billion, 
Or 17-8) per cent: 


Revenues and expenses 
(April to August 2006) 


$ billions 


Revenues 


El premiums 7.3 Expenses 


Subsidies and 
other transfers 


Other revenues 9.9 7A 
| 14.2 Public 


Corporate 
: debt charges 


income taxes ‘2-2 
Transfers to other 


Excise taxes levels of gov't 


and duties boy 


Transfers to 
persons 


Personal 
income taxes 


Other program 
expenses 
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¢ Excise taxes and duties were down $0.5 billion, 
or 2.7 per cent, primarily due to a $0.6-billion 
drop in GST revenues, reflecting the impact of 
the GST rate reduction on July 1, 2006. Sales 

_ and excise tax revenues were also lower, 

declining by $0.1 billion, or 1.4 per cent. 
Customs import duties were up $0.1 billion 
while revenues from the Air Travellers 
Security Charge were up $6 million. 


¢ EI premium revenues decreased by 7.0 per cent, 
reflecting the decline in the premium rate 
from $1.95 to $1.87 per $100 of insurable 
earnings, effective January 1, 2006. 


¢ Other revenues rose $0.4 billion, or 
56 per cent. 


Program expenses in the April to August 2006 
period were $71.8 billion, up $3.2 billion or 
4.6 per cent from the same period of 2005-06, 
due to both higher transfers and increased 
operating costs of departments and agencies, 
including National Defence. Public debt 
charges increased by $0.1 billion. 


Transfer payments, which account for about 
two-thirds of total program expenses, 
increased by $2.2 billion, or 5.0 per cent. 


¢ Transfers to persons advanced by 3.5 per cent. 
Elderly benefits were up 4.7 per cent while 
EI benefits were down 5.6 per cent. 


Budgetary balance 


$ billions % of GDP 
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Sources: Department of Finance and Statistics Canada. 


The year-to-date decline in EI benefits is 
mainly attributable to a decline in regular 
benefits, which is in turn due to improved 
labour market conditions compared to the same 
period in 2005—06. Maternity and parental 
benefits are also down year-to-date due to the 
implementation of the Quebec Parental 
Insurance Plan, effective January 1, 2006. 
Children’s benefits increased by 13.3 per cent, 
largely reflecting transfers under the new 
UCCB, which began on July 1, 2006. 


¢ Transfers to other levels of government were 
up $1.5 billion, or 9.3 per cent, largely due to 
the impact of the 2004 agreement on health 
care, as well as a $650-million transfer to 
provinces and territories in July 2006 for 
early learning and child care. 


¢ Subsidies and other transfers increased by 
$5 million, or 0.1 per cent. 


Other program expenses increased by $1.0 billion, 
or 4.0 per cent, reflecting an increase 1n the 
operating costs of departments and agencies, 
including National Defence. Crown corporation 
expenses declined by $0.1 billion, or 4.1 per cent. 


Public debt charges were up 0.6 per cent due 
to an increase in the average effective interest 
rate on the stock of interest-bearing debt. 


Federal debt 
(accumulated deficit) 
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Financial source of $4.1 billion 
for April to August 2006 


The budgetary balance is presented on a full 
accrual basis of accounting, recording 
government assets and liabilities when they are 
receivable or incurred, regardless of when the 
cash 1s received or paid. In contrast, the financial 
source/requirement measures the difference 
between cash coming in to the Government and 
cash going out. This measure 1s affected not only 
by changes in the budgetary balance but also by 
the cash source/requirement resulting from the 
Government’s investing activities through its 
acquisition of capital assets and its loans, 
financial investments and advances, as well as 
from other activities, including payment of 
accounts payable and collection of accounts 
receivable, foreign exchange activities, and the 
amortization of its tangible capital assets. The 
difference between the budgetary balance and 
financial source/requirement is recorded in non- 
budgetary transactions. 


Non-budgetary transactions resulted in a net 
requirement of $2.6 billion in the April to August 
period, down from a $10.2-billion requirement in 
the same period of 2005—06. The decrease in the 
net requirement largely reflects a number of 
one-time payments, such as a $2.8-billion 
transfer under the Offshore Revenues Accords 
made in June 2005 upon passage of the Budget 
Implementation Act, 2005. 


With a budgetary surplus of $6.7 billion and a 
net requirement of $2.6 billion from non- 
budgetary transactions, there was a financial 
source of $4.1 billion in the first five months of 
2006-07 compared to a financial requirement 
of $5.4 billion in the same period of 2005-06. 


Net financing activities down $17.8 billion 


The Government used this financial source of 
$4.1 billion and a reduction in its cash balances 
of $13.7 billion to reduce its market debt by 
$17.8 billion by the end of August 2006, largely 
through a reduction of treasury bills. The level 
of cash balances varies from month to month 
based on a number of factors including periodic 
large debt maturities, which can be quite 
volatile on a monthly basis. Cash balances at 
the end of August stood at $4.3 billion. 
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Table | 
Summary statement of transactions 


August April to August 
2005 2006 2005—06 2006—07 


($ millions) 


Budgetary transactions 


Revenues 16,048 17,115 87,522 92,747 
Expenses 
Program expenses -13,839 -14,342 -68,649 -71,828 
Public debt charges -2,784 -2,767 -14,103 -14,192 
Budgetary balance (deficit/surplus) -575 6 4,770 6,727 
Non-budgetary transactions 562 1,210 -10,206 -2,586 
Financial source/requirement -13 1,216 -5,436 4,141 
Net change in financing activities 3,942 -1,006 -4,397 -17,819 
Net change in cash balances 3,929 210 -9,833 -13,678 
Cash balance at end of period = 7,290 4,253 


Note: Positive numbers indicate net source of funds. Negative numbers indicate net requirement for funds. 


Table 2 
Budgetary revenues 
August April to August 
2005 2006 Change 2005-06 2006-07 Change 
($ millions) (%) ($ millions) (%) 
Tax revenues 
Income taxes 
Personal income tax 7,707 8,217 6.6 40,291 44,634 10.8 
Corporate income tax L272 1,938 52.4 10,949 12 by 112 
Other income tax 260 419 61.2 ESS 1,855 17.8 
Total income tax 9,239 10,574 14.4 S2ASL 58,666 TSE 
Excise taxes and duties 
Goods and services tax 2,802 D219 -18.7 LAeLLG 13,144 -4.2 
Customs import duties Bias 362 9.0 1,378 1,484 pel 
Sales and excise taxes 821 879 det 4,042 3,985 -1.4 
Air Travellers Security Charge 29 28 -3.4 149 155 4.0 
Total excise taxes and duties 3,984 3,548 -10.9 19,285 18,768 -2.7 
Total tax revenues $3225 14,122 6.8 72,100 77,434 7.4 
Employment insurance premiums 1,297 1,210 -6.7 7,863 PS¥2 -7.0 
Other revenues 1528 1,783 16.7 7,559 8,001 5.8 
Total budgetary revenues 16,048 EIS 6.6 Si22 92,747 6.0 


Note: Totals may not add due to rounding. 
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Table 3 
Budgetary expenses 


August April to August 
2005 2006 Change 2005-06 2006-07 Change 
($ millions) (%) ($ millions) (%) 
Transfer payments 
Transfers to persons 
Elderly benefits 2,404 2,522 4.9 11,978 12,545 4.7 
Employment insurance benefits 1,180 1,160 -1.7 5,808 5,485 -5.6 
Children’s benefits Tes) 949 28.4 3,846 4,356 138 
Total 4,323 4,631 fall 21632 22,386 SD) 
Transfers to other levels of government 
Support for health and 
other social programs 
Canada Health Transfer 1,584 1,679 6.0 TOV 8,392 6.0 
Canada Social Transfer 685 709 She 3,427 3,542 3.4 
Total 2,269 2,388 a2 11,344 11,934 52 
Fiscal transfers 1,062 1,081 1.8 5,392 5523 2.4 
Canada’s cities and communities 112 0 -100.0 IL, 306 W322 
Early learning and child care 0 0 n/a 0 650 n/a 
Alternative Payments for 
Standing Programs =196 7261 33.2 aE = 30sm 0 
Total 3,247 3,208 -1.2 15565] 17,108 93 
Subsidies and other transfers 
Agriculture 97 89 -8.2 463 Boo -13.8 
Foreign Affairs and International Trade 317 138 -56.5 997 845 -15.2 
Health 81 82 2 682 718 Dyes) 
Human Resources Development 33 86 160.6 610 682 11.8 
Indian and Northern Development 338 35) 5.0 1,984 2,003 1.0 
Industry and Regional Development Fait! 224 G2 786 747 -5.0 
Other Hos 343 TIS, [E919 2052 6.9 
Total 1,270 jouer Sil 7,441 7,446 0.1 
Total transfer payments 8,840 9,156 3.6 44,724 46,940 53.0 
Other program expenses 
Crown corporation expenses 
Canadian Broadcasting Corporation 140 118 Bion 595 Sw) 0.0 
Canada Mortgage and 
Housing Corporation 142 158 hes: 846 798 -5.7 
Other 268 211 -21.3 oO 1,429 -4.8 
Total 250) 487 -11.5 2,942 2,822, -4.1 
Defence 1,182 1,344 ey 5,649 6,175 93 
All other departments and agencies B.267 Seer) ah 15,334 has89t 356 
Total other program expenses 4,999 5,186 Be] 23,925 24,888 4.0 
Total program expenses 13,839 14,342 3.6 68,649 71,828 4.6 
Public debt charges 2,784 Pa AMON -0.6 14,103 14,192 0.6 
Total budgetary expenses 16,623 17,109 2.9 82,752 86,020 Sie 


Note: Totals may not add due to rounding. 
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Table 4 


The budgetary balance and financial source/requirement 


August April to August 
2005 2006 2005—06 2006-07 
($ millions) 
Budgetary balance (deficit/surplus) -575 6 4,770 Gi2d 
Non-budgetary transactions 
Capital investing activities -136 -114 -117 -413 
Other investing activities 170 -47 -940 417 
Pension and other accounts -447 15358 -1,688 1,482 
Other activities 
Accounts payable, receivables, accruals 
and allowances 1,431 -1,159 -10,266 -6,837 
Foreign exchange activities -728 SE 1,540 Iswe) 
Amortization of tangible capital assets DH2 240 1,265 1,186 
Total other activities 975 13 -7,461 -4,072 
Total non-budgetary transactions 562 1,210 -10,206 -2,586 
Net financial source/requirement -13 JE PAIG -5,436 4,141 
Note: Totals may not add due to rounding. 
Table 5 
Financial source/requirement and net financing activities 
August April to August 
2005 2006 2005-06 2006-07 
($ millions) 
Net financial source/requirement -13 15216 -5,436 4,141 
Net increase (+)/decrease (-) in financing activities 
Unmatured debt transaction 
Canadian currency borrowings 
Marketable bonds Or 5.05 1,383 1,620 
Treasury bills 1,800 -2,700 -1,800 -13,800 
Canada Savings Bonds -84 -77 -392 -379 
Other -1 -105 -142 -1,015 
Total 3,976 169 -951 -13,574 
Foreign currency borrowings -87 -945 -3,591 -3,855 
Total 3,889 -776 -4,542 -17,429 
Cross-currency swap revaluation 0 -121 -5 -121 
Unamortized discounts on debt issues 39 -102 66 -223 
Obligations related to capital leases 14 -7 84 -46 
Net change in financing activities 3,942 -1,006 -4,397 -17,819 
Change in cash balance 3,929 210 -9,833 -13,678 


Note: Totals may not add due to rounding. 
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Table 6 
Condensed statement of assets and liabilities 
March 31, 2006 August 31, 2006 Change 
($ millions) 
Liabilities 
Accounts payable, accruals and allowances 101,432 88,630 -12,802 
Interest-bearing debt 
Unmatured debt 
Payable in Canadian dollars 
Marketable bonds 261,134 262,754 1,620 
Treasury bills 13:597 LETT 9s, -13,800 
Canada Savings Bonds 17,342 16,963 -379 
Other 3,102 2,087 -1,015 
Subtotal 413,175 399,601 -13,574 
Payable in foreign currencies 14,085 10,230 -3,855 
Cross-currency swap revaluation account -2,258 -2,379 -121 
Unamortized discounts and premiums on market debt -6,780 -7,003 -223 
Obligations related to capital leases 22 2,881 -46 
Total unmatured debt 421,149 403,330 -17,819 
Pension and other accounts 
Public sector pensions 131,062 131,957 895 
Other employee and veteran future benefits 43,369 44,031 662 
Other pension and other accounts 5,493 5,418 -75 
Total pension and other accounts 179,924 181,406 1,482 
Total interest-bearing debt 601,073 584,736 =(6:3357 
Total liabilities 1025505 673,366 -29,139 
Financial assets 
Cash and accounts receivable 82,843 63,200 -19,643 
Foreign exchange accounts 40,827 39,248 -1,579 
Loans, investments and advances (net of allowances) 41,889 41,472 -417 
Total financial assets 165,559 143,920 -21,639 
Net debt 536,946 529,446 -7,500 
Non-financial assets 55,447 54,674 -773 
Federal debt (accumulated deficit) 481,499 474,772 -6,727 


For additional copies or subscription inquiries, please contact the Distribution Centre at 613-995-2855. 
For other inquiries about this publication, contact Chris Forbes at 613-995-6391. 
Also available on the Internet (including advance tentative release dates) at www.fin.gc.ca. 
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Highlights 
September 2006: budgetary deficit of $1.4 billion 


There was a budgetary deficit of $1.4 billion in September 2006, compared to a $0.2-billion 
surplus in September 2005. Revenues increased by $0.3 billion, or 2.0 per cent, driven by strong 
growth in income tax revenues, partially offset by a drop in goods and services tax (GST) 
revenues, reflecting the cut to the GST rate on July 1, 2006. Program expenses increased by 
$1.8 billion, or 13.2 per cent, reflecting increases in transfer payments and departmental 
operating expenses. Public debt charges were up $72 million. 


April to September 2006: budgetary surplus of $5.3 billion 


For the first six months of the 2006-07 fiscal year, the budgetary surplus is estimated at 

$5.3 billion, up $0.4 billion from the $4.9-billion surplus posted in the same period of 2005-06. 
Revenues were up $5.6 billion, or 5.3 per cent, driven by strong growth in income tax revenues, 
slightly offset by declines in excise taxes and employment insurance (EI) premium revenues. 
Program expenses were up $5.0 billion, or 6.1 per cent, due to both higher transfers and other 
program expenses. Public debt charges were up $0.2 billion. 


In keeping with the 2006 budget commitment to provide quarterly updates of the fiscal forecast 
for the current year, an updated forecast will be published in The Economic and Fiscal Update. 


September 2006 

There was a budgetary deficit of $1.4 billion distributed throughout the year, with a 
in September 2006, compared to a $0.2-billion concentration in September through 
surplus in September 2005. December. As such, large refunds or 


settlement payments may be recorded in any 
given month. In addition, assessments or 
reassessments, which can relate to activity 


Budgetary revenues increased by $0.3 billion, 
or 2.0 per cent, to $17.0 billion. 


* Personal income tax revenues were up that took place several years prior, can 
$0.7 billion, or 8.9 per cent, reflecting influence results in a given month. 
higher employment and wages and salaries. ¢ Other income tax revenues—withholdings 
* Corporate income tax revenues increased from non-residents—declined by 
$0.3 billion, or 14.6 per cent. Corporate $0.1 billion, or 26.5 per cent, reflecting 
income tax revenues can be volatile on a the high level of revenues reported at this 
monthly basis, as corporate year-ends are time last year. 
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¢ Excise taxes and duties were down 
$0.3 billion due to an 11.4-per-cent drop 
in GST revenues, reflecting the impact 
of the 1-percentage-point reduction in the 
GST rate effective July 1, 2006. 


¢ EI premium revenues declined by 
8.2 per cent, reflecting the decline in the 
premium rate from $1.95 to $1.87 per 
$100 of insurable earnings, effective 
January 1, 2006, as well as the transfer 
to the province of Quebec of the 
responsibility for delivering maternity 
and parental benefits in that province 
along with the associated premiums, 
effective the same date. 


¢ Other revenues, consisting of net profits of 
enterprise Crown corporations, revenues of 
consolidated Crown corporations, proceeds 
from the sales of goods and services, return 
on investments, foreign exchange revenues 
and miscellaneous revenues, were down 
$0.1 billion, or 8.9 per cent, following a 
16.7-per-cent gain in August. 


Program expenses in September 2006 were 
$15.5 billion, up $1.8 billion, or 13.2 per cent, 
from September 2005, reflecting increases in 
transfer payments and increased operating 
expenses of departments and agencies, 
excluding National Defence. 


Transfer payments were up $0.8 billion, or 
Ose pel cen 


¢ Transfers to persons, consisting of elderly, 
EI and children’s benefits, rose $0.3 billion, 
or 8.3 per cent. Elderly benefits increased 
by 5.6 per cent. EI benefits decreased by 
0.8 per cent, reflecting declines in both 
regular and maternity benefits. Children’s 
benefits consist of the Canada Child Tax 
Benefit and the new Universal Child Care 
Benefit (UCCB), which began on 
July 1, 2006. Children’s benefits were up 
$219 million, largely reflecting $199 million 
in transfers under the UCCB program. 


¢ Transfers to other levels of government, 
consisting of transfers in support of health 
and other social programs (Canada Health 
Transfer and Canada Social Transfer), 
fiscal transfers, transfers to provinces on 
behalf of Canada’s cities and communities, 
transfers for early learning and child care 
and Alternative Payments for Standing 
Programs, were up $0.1 billion, or 
4.1 per cent, reflecting increased funding 
under the 2004 agreements on health 
care and equalization/Territorial 
Formula Financing. 


¢ Subsidies and other transfers increased by 
$0.4 billion, or 28.1 per cent, reflecting in 
part increased agricultural assistance 
announced in Budget 2006. 


Other program expenses consist of transfers 
to Crown corporations and operating expenses 
for departments and agencies, including 
National Defence. They also reflect the 
ongoing assessment of the Government’s 
liabilities. These expenses increased by 

$1.0 billion, or 19.1 per cent. Expenses 
increased across a number of departments, 
bringing year-to-date growth more in line with 
projected spending in the 2006 budget. In 
addition, spending in September was affected 
by a one-time adjustment to reflect an under- 
accrual of pension costs in prior months. 


Public debt charges increased by $72 million. 


Revenues and expenses 
(April to September 2006) 
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April to September 2006 


In the first six months of the 2006—07 fiscal 
year, there was a budgetary surplus of 

$5.3 billion, up $0.4 billion from the 
$4.9-billion surplus reported in the same 
period of 2005—06. 


Budgetary revenues were up $5.6 billion, or 
5.3 per cent, to $109.7 billion. 


¢ Personal income tax revenues were up 
$5.0 billion, or 10.5 per cent, reflecting 
solid growth in employment and wages and 
salaries, combined with the progressivity of 
the personal income tax system. 


¢ Corporate income tax revenues rose 
$1.5 billion, or 11.7 per cent, reflecting a 
higher corporate instalment payment base 
and lower refunds to date, both of which 
in turn reflect profit growth in 2005 and 
higher corporate profitability this year. 


¢ Other income tax revenues rose $0.2 billion, 
or 9.6 per cent. 


¢ Excise taxes and duties were down 
$0.8 billion, or 3.6 per cent, mainly due 
to a $0.9-billion drop in GST revenues, 
reflecting the impact of the GST rate 
reduction on July 1, 2006. Sales and 
excise tax revenues were also lower, 
falling $48 million, or 1.0 per cent. 


Budgetary balance 
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Customs import duties were up $0.1 billion, 
or 6.4 per cent, while revenues from the 
Air Travellers Security Charge were 

$3 million higher. 


¢ EI premium revenues declined by 
7.2 per cent, reflecting the decline in 
the premium rate from $1.95 to $1.87 
per $100 of insurable earnings, effective 
January 1, 2006, as well as the transfer to 
the province of Quebec of the responsibility 
for delivering maternity and parental 
benefits in that province along with the 
associated premiums, effective the 
same date. 


¢ Other revenues were up $0.3 billion, or 
3.4 per cent. 


Program expenses in the April to 

September 2006 period were $87.3 billion, 
up $5.0 billion, or 6.1 per cent, over the 
same period of 2005—06, due to both higher 
transfers and increased operating costs of 
departments and agencies, including National 
Defence. Public debt charges increased by 
$0.2 billion. 


Transfer payments, which account for about 
two-thirds of total program expenses, 
increased by $3.0 billion, or 5.7 per cent. 


Federal debt 
(accumulated deficit) 
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¢ Transfers to persons advanced by 
4.3 per cent. Elderly benefits were up 
4.9 per cent while EI benefits were down 
4.9 per cent. The year-to-date decline in 
EI benefits is mainly attributable to a 
decline in regular benefits, which is in turn 
due to improved labour market conditions 
compared to the same period in 2005-06. 
Maternity and parental benefits are also 
down year-to-date due to the transfer to the 
province of Quebec of the responsibility for 
delivering maternity and parental benefits in 
that province, effective January 1, 2006. 
Children’s benefits increased by 
15.8 per cent, largely reflecting transfers 
under the new UCCB, which began on 
July 1, 2006. 


¢ Transfers to other levels of government were 
up $1.6 billion, or 8.4 per cent, largely due 
to the impact of the 2004 agreement on 
health care, as well as a $650-million 
transfer to provinces and territories in 
July 2006 for early learning and child care. 


¢ Subsidies and other transfers increased by 
$0.4 billion, or 4.1 per cent. 


Other program expenses increased by 

$1.9 billion, or 6.7 per cent, reflecting an 
increase in the operating costs of departments 
and agencies as well as a one-time increase 
in the Government’s estimated liabilities. 
Crown corporation expenses declined by 

$0.1 billion, or 1.7 per cent. 


Public debt charges were up 1.0 per cent, 
reflecting an increase in the average effective 
interest rate on the stock of interest- 

bearing debt. 


Financial source of $3.0 billion 
for April to September 2006 


The budgetary balance is presented on a full 
accrual basis of accounting, recording 
government assets and liabilities when they are 
receivable or incurred, regardless of when the 
cash is received or paid. In contrast, the 
financial source/requirement measures the 
difference between cash coming in to the 


Government and cash going out. This 
measure is affected not only by changes in 
the budgetary balance but also by the cash 
source/requirement resulting from the 
Government’s investing activities through its 
acquisition of capital assets and its loans, 
financial investments and advances, as well as 
from other activities, including payment of 
accounts payable and collection of accounts 
receivable, foreign exchange activities, and the 
amortization of its tangible capital assets. The 
difference between the budgetary balance and 
financial source/requirement is recorded in 
non-budgetary transactions. 


Non-budgetary transactions resulted in a net 
requirement of $2.3 billion in the April to 
September period, reflecting payments made 
to provinces and international organizations 
pursuant to Bill C-48. This is down from 

the $7.8-billion requirement recorded in the 
same period of 2005—06. The decrease in the 
requirement largely reflects the transfer of the 
Government’s holdings in the Canada Pension 
Plan to the Canada Pension Plan Investment 
Board in 2005-06. 


With a budgetary surplus of $5.3 billion and 

a net requirement of $2.3 billion from non- 
budgetary transactions, there was a financial 
source of $3.0 billion in the first six months of 
2006—07 compared to a financial requirement 
of $2.9 billion in the same period of 2005-06. 


Net financing activities down $17.5 billion 


The Government used this financial source 
of $3.0 billion and a reduction in its cash 
balances of $14.5 billion to reduce its market 
debt by $17.5 billion by the end of 
September 2006, largely through a reduction 
of treasury bills and foreign currency 
borrowings. The level of cash balances varies 
from month to month based on a number 

of factors including periodic large debt 
maturities, which can be quite volatile on a 
monthly basis. Cash balances at the end of 
September stood at $3.4 billion. 
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Table 1 
Summary statement of transactions 


September April to September 
2005 2006 2005-06 2006-07 


($ millions) 


Budgetary transactions 


Revenues 16,652 16,985 104,174 109,732 
Expenses 
Program expenses -13,674 -15,481 -82,323 -87,309 
Public debt charges -2,814 -2,886 -16,917 -17,078 
Budgetary balance (deficit/surplus) 164 -1,382 4,934 5,345 
Non-budgetary transactions 2,413 276 -7,793 -2,312 
Financial source/requirement ESN) -1,106 -2,859 3,033 
Net change in financing activities -7,163 292 -11,560 A Oe 
Net change in cash balances -4,586 -814 -14,419 -14,494 
Cash balance at end of period = Die ; 3543)) 


Note: Positive numbers indicate net source of funds. Negative numbers indicate net requirement for funds. 


Table 2 
Budgetary revenues 
September April to September 
2005 2006 Change 2005—06 2006-07 Change 
($ millions) (%) ($ millions) (%) 
Tax revenues 
Income taxes 
Personal income tax PAS 8,413 8.9 48,017 53,047 10.5 
Corporate income tax 1,921 2,202 14.6 12,870 14,379 Loy 
Other income tax 355: 261 -26.5 1,930 OA AUAIG) 9.6 
Total income tax 10,002 10,876 8.7 62,817 69,542 Og 
Excise taxes and duties 
Goods and services tax 2,834 2,510 -11.4 16,550 15,654 -5.4 
Customs import duties 305 307, Oo 1,683 TAS 6.4 
Sales and excise taxes 864 873 1.0 4,906 4,858 -1.0 
Air Travellers Security Charge 31 28 -9.7 180 183 ikl 
Total excise taxes and duties 4,034 3,718 -7.8 23,319 22,486 -3.6 
Total tax revenues 14,036 14,594 4.0 86,136 92,028 6.8 
Employment insurance premiums 1,140 1,046 -8.2 9,003 8,358 -7.2 
Other revenues 1,476 1,345 -8.9 9,035 9,346 3.4 
Total budgetary revenues 16,652 16,985 2.0) 104,174 109,732 5.3 


Note: Totals may not add due to rounding. 
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Table 3 
Budgetary expenses 


September April to September 
2005 2006 Change 2005-06 2006-07 Change 
($ millions) (%) ($ millions) (%) 
Transfer payments 
Transfers to persons 
Elderly benefits 2,415 Doo 5.6 14,393 15,096 4.9 
Employment insurance benefits 996 988 -0.8 6,804 6,473 -4.9 
Children’s benefits GO 976 28.9 4,603 5,332 15.8 
Total 4,168 4,515 8.3 25,800 26,901 43 
Transfers to other levels of government 
Support for health and 
other social programs 
Canada Health Transfer 1,583 1,678 6.0 9,500 10,070 6.0 
Canada Social Transfer 686 708 Shu 4,113 4,250 3 
Total 2,269 2,386 5.2 13,613 14,320 2 
Fiscal transfers 1,010 1,111 10.0 6,402 6,634 3.6 
Canada’s cities and communities 69 0 n/a 181 306 69.1 
Early learning and child care 0 0 n/a 0 650 n/a 
Alternative Payments for 
Standing Programs -239 -261 9.2 =IA20 -1,566 aa 
Total sig iss) 3,236 4.1 18,760 20,344 8.4 
Subsidies and other transfers 
Agriculture and Agri-Food 142 383 169.7 605 782 293 
Foreign Affairs and International Trade 248 138 -44.4 1,245 983 -21.0 
Health 230 207 -10.0 912 9725 1.4 
Human Resources and 
Social Development 169 146 -13.6 Tas 828 6.3 
Indian Affairs and 
Northern Development 326 378 16.0 DSM) 2,381 3a 
Industry 132 124 -6.1 918 871 -5.1 
Other 9 243 n/a 1,936 DIDS Bs) ieee 
Total 1,264 1,619 28.1 8,705 9,065 4.1 
Total transfer payments 8,541 210 O7 535265 56,310 Sel 
Other program expenses 
Crown corporation expenses 
Canadian Broadcasting Corporation 18 100 5720 668 695 4.0 
Canada Mortgage and 
Housing Corporation 184 176 -4.3 1,030 974 -5.4 
Other 239 281 17.6 1,740 LALO -1.7 
Total 496 Dod, 23 3,438 as) -1.7 
Defence 1,405 Se -8.7 7,054 7,458 De) 
All other departments and agencies 3.232 4,271 bya 18,566 20,162 8.6 
Total other program expenses Sal 3S 6,111 191 29,058 30,999 6.7 
Total program expenses 13,674 15,481 | Sy $25323 87,309 6.1 
Public debt charges 2,814 2,886 ZG 16,917 17,078 1.0 
Total budgetary expenses 16,488 18,367 11.4 99,240 104,387 52 


Note: Totals may not add due to rounding. 
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Table 4 
The budgetary balance and financial source/requirement 
September April to September 
2005 2006 2005-06 2006-07 
($ millions) 
Budgetary balance (deficit/surplus) 164 -1,382 4,934 5,345 
Non-budgetary transactions 
Capital investing activities -613 -411 -730 -824 
Other investing activities -881 -887 -1,821 -47] 
Pension and other accounts 807 1,085 -881 23595 
Other activities 
Accounts payable, receivables, accruals 
and allowances 2,474 456 -7,792 -6,369 
Foreign exchange activities 344 -322 1,884 e257 
Amortization of tangible capital assets 282 55) 1,547 1,540 
Total other activities 3,100 489 -4,361 -3,572 
Total non-budgetary transactions 2,413 276 -7,793 “2512 
Net financial source/requirement eae: -1,106 -2,859 33033 
Note: Totals may not add due to rounding. 
Table 5 
Financial source/requirement and net financing activities 
September April to September 
2005 2006 2005—06 2006-07 
($ millions) 
Net financial source/requirement Dies a) -1,106 -2,859 S055 
Net increase (+)/decrease (-) in financing activities 
Unmatured debt transactions 
Canadian currency borrowings 
Marketable bonds -4,461 -2,832 -3,078 -1,212 
Treasury bills -2,600 3,200 -4,400 -10,600 
Canada Savings Bonds -37 -46 -429 -425 
Other -26 -114 -168 -1,129 
Total -7,124 208 -8,075 -13,366 
Foreign currency borrowings 8 -75 es) ee, 
Total -7,116 133 -11,658 -17,295 
Cross-currency swap revaluation ad3 118 -78 = 
Unamortized discounts on debt issues 34 38 100 -185 
Obligations related to capital leases -8 3 76 44 
Net change in financing activities -7,163 222 -11,560 -17,527 
Change in cash balance -4,586 -814 aCe maa 


Note: Totals may not add due to rounding. 
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Table 6 
Condensed statement of assets and liabilities 
March 31, 2006 September 30, 2006 Change 
($ millions) 
Liabilities 
Accounts payable, accruals and allowances 101,432 89,925 -11,507 
Interest-bearing debt 
Unmatured debt 
Payable in Canadian dollars 
Marketable bonds 261,134 259,922 -1,212 
Treasury bills ES 1ES97 120,997 -10,600 
Canada Savings Bonds 17,342 16,917 -425 
Other 3,102 1,973 -1,129 
Subtotal 413,175 399,809 -13,366 
Payable in foreign currencies 14,085 10,156 -3,929 
Cross-currency swap revaluation account -2,258 -2,261 -3 
Unamortized discounts and premiums on market debt -6,780 -6,965 -185 
Obligations related to capital leases 2927 2,883 -44 
Total unmatured debt 421,149 403,622 -17,527 
Pension and other accounts 
Public sector pensions 131,062 132,899 1,837 
Other employee and veteran future benefits 43,369 44,179 810 
Other pension and other accounts 5,493 5,401 -92 
Total pension and other accounts 179,924 182,479 25) 
Total interest-bearing debt 601,073 586,101 -14,972 
Total liabilities 702,505 676,026 -26,479 
Financial assets 
Cash and accounts receivable 82,843 63,211 -19,632 
Foreign exchange accounts 40,827 3955970 -1,257 
Loans, investments and advances (net of allowances) 41,889 42,360 47] 
Total financial assets 165,559 145,141 -20,418 
Net debt 536,946 530,885 -6,061 
Non-financial assets 55,447 54,731 -716 
Federal debt (accumulated deficit) 481,499 476,154 -5,345 
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October 2006: budgetary surplus of $0.4 billion Wee ‘ 
There was a budgetary surplus of $0.4 billion in October 2006, compared to a $1.6-billion sumpttie 
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lication: 


in October 2005. Revenues decreased by $0.2 billion, or 1.0 per cent, reflecting both the goods and 
services tax (GST) rate reduction and a number of one-time factors affecting income tax revenues. 
Program expenses increased by $1.0 billion, or 7.0 per cent, reflecting increases in transfer payments 
and departmental operating expenses. Transfer payments, which account for about two-thirds of total 
program expenses, increased by $0.6 billion, or 6.3 per cent. Public debt charges were down $19 million. 


April to October 2006: budgetary surplus of $5.8 billion 


For the first seven months of the 2006-07 fiscal year, the budgetary surplus is estimated at $5.8 billion, 
down $0.7 billion from the $6.5-billion surplus posted in the same period of 2005—06. Revenues were 

up $5.4 billion, or 4.4 per cent, reflecting solid growth in income tax revenues, partially offset by declines 
in excise taxes and employment insurance (EI) premium revenues. Program expenses were up $6.0 billion, 
or 6.2 per cent, due to both higher transfers and other program expenses. This includes transfers to other 
levels of government, which were up $1.5 billion, or 6.9 per cent. Public debt charges were up 


$0.1 billion. 


October 2006 


There was a budgetary surplus of $0.4 billion in 
October 2006, compared to a $1.6-billion surplus 
in October 2005. 


Budgetary revenues declined by $0.2 billion, 
or 1.0 per cent, to $18.1 billion. 


* Personal income tax receipts rose just 
$41 million, or 0.5 per cent, in October, 
largely due to two one-time factors. First, the 
October results include the accrual of the costs 
pertaining to the first 10 months of the increase 
of the age credit introduced in the October 31 
Tax Fairness Plan ($270 million, retroactive to 
January 1, 2006). Secondly, there were two 
fewer large processing days for payroll 
deductions in October 2006 compared to 
October 2005. 


¢ Corporate income tax revenues increased 


$0.1 billion, or 2.6 per cent. This increase was 
slower than in previous months. Corporate 
income tax revenues can be volatile on a 
month-to-month basis, as large refunds or 
settlement payments may be recorded in any 
given month. In addition, assessments or 
reassessments, which can relate to activity that 
took place several years prior, can influence 
results in a given month. 


Other income tax revenues—withholdings 
from non-residents—fell $0.1 billion, or 
15.6 per cent, reflecting the high level of 
receipts reported at this time last year. 


Excise taxes and duties were down $0.5 billion, 
due to a 14.9-per-cent drop in GST revenues, 
reflecting the 1-percentage-point reduction in 
the GST rate effective July 1, 2006. 
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¢ EI premium revenues declined by 8.5 per cent, 
reflecting the decline in the premium rate from 
$1.95 to $1.87 per $100 of insurable earnings, 
effective January 1, 2006, as well as the transfer 
to the province of Quebec of the responsibility 
for delivering maternity and parental benefits in 
that province along with the associated 
premiums, effective the same date. 


¢ Other revenues, consisting of net profits of 
enterprise Crown corporations, revenues of 
consolidated Crown corporations, proceeds from 
the sales of goods and services, return on 
investments, foreign exchange revenues and 
miscellaneous revenues, rose $0.4 billion, or 
25.7 per cent. This revenue stream 1s volatile 
on a monthly basis. The large gain in October 
follows a decline of 8.9 per cent in September 
and an increase of 16.7 per cent in August. 


Program expenses in October 2006 were 

$14.9 billion, up $1.0 billion, or 7.0 per cent, from 
October 2005, reflecting increases in transfer 
payments and operating expenses of departments 
and agencies, including National Defence. 


Transfer payments increased $0.6 billion, or 
6,3 per cent. 


¢ Transfers to persons, consisting of elderly 
benefits, EI benefits and children’s benefits, 
rose $0.3 billion, or 7.0 per cent. Elderly 
benefits increased 4.0 per cent. EI benefit 
payments decreased 1.3 per cent, reflecting 
declines in both maternity and parental benefits. 
Children’s benefits consist of the Canada Child 
Tax Benefit and the new Universal Child Care 
Benefit (UCCB), which began on July 1, 2006. 
Children’s benefits were up $0.2 billion, 
reflecting transfers under the new 
UCCB program. 


¢ Transfers to other levels of government, 
consisting of transfers in support of health and 
other social programs (Canada Health Transfer 
and Canada Social Transfer), fiscal transfers, 
transfers to provinces on behalf of Canada’s 
cities and communities, transfers for early 
learning and child care and Alternative 
Payments for Standing Programs, were down 
$0.1 billion, or 1.9 per cent. 


¢ Subsidies and other transfers increased by 
$0.3 billion, or 23.8 per cent, reflecting in part 
increased agricultural assistance announced in 
Budget 2006. 


Other program expenses consist of transfers to 
Crown corporations and operating expenses for 
departments and agencies, including National 
Defence, and also reflect the ongoing assessment 
of the Government’s liabilities. These expenses 
increased $0.4 billion, or 8.4 per cent, reflecting 
increases across a number of departments. 


Public debt charges decreased $19 million. 


April to October 2006 


In the first seven months of the 2006-07 fiscal 
year, there was a budgetary surplus of $5.8 billion, 
$0.7 billion less than the $6.5-billion surplus 
reported for the same period of 2005-06. 


Budgetary revenues through the first seven months 
of the fiscal year were up $5.4 billion, or 
4.4 per cent, to $127.9 billion. 


¢ Personal income tax revenues were up 
$5.1 billion, or 9.0 per cent, reflecting solid 
growth in employment and wages and salaries 
combined with the progressivity of the personal 
income tax system. 


Revenues and expenses 
(April to October 2006) 
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¢ Corporate income tax revenues rose $1.6 billion, 
or 10.4 per cent, reflecting a higher corporate 
instalment payment base. This, in turn, reflects 
profit growth in 2005 and continued growth in 
corporate profitability this year. The corporate 
results to date are not indicative of the eventual 
outcome for the fiscal year as a whole. Roughly 
half of corporate income tax revenues comes 
from corporations with December year-ends, 
which results in as much as one-third of total 
corporate receipts being received during the 
February-to-March settlement period of the 
fiscal year. Consequently, results for even the 
first 10 months of the fiscal year can differ 
markedly from the final, full-year outcome. 


¢ Other income tax revenues rose $0.1 billion, 
OG OZ percent: 


* Excise taxes and duties declined by $1.4 billion, 
or 4.9 per cent, mainly due to a $1.4-billion 
drop in GST revenues, reflecting the impact of 
the July 1, 2006, GST rate reduction. Sales and 
excise tax revenues decreased by $0.1 billion, 
or 1.6 per cent. Customs import duties rose 
$0.1 billion, or 6.4 per cent, while revenues 
from the Air Travellers Security Charge were 
$7 million higher. 


¢ EI premium revenues declined by 7.3 per cent, 
reflecting the decline in the premium rate from 
$1.95 to $1.87 per $100 of insurable earnings, 
effective January 1, 2006, as well as the transfer 
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to the province of Quebec of the responsibility 
for delivering maternity and parental benefits 
in that province along with the associated 
premiums, effective the same date. 


* Other revenues were up $0.7 billion, 
or 6.7 per cent. 


Program expenses in the April-to-October 2006 
period were $102.2 billion, up $6.0 billion, or 

6.2 per cent, from the same period of 2005—06, due 
to both higher transfers and increased operating 
costs of departments and agencies, including 
National Defence. Public debt charges increased 
by $0.1 billion. 


Transfer payments, which account for about 
two-thirds of total program expenses, increased 
by $3.6 billion, or 5.8 per cent. 


¢ Transfers to persons grew by 4.7 per cent. 
Elderly benefits were up 4.8 per cent while 
EI benefits were down 4.4 per cent. The 
year-to-date decline in EI benefits is mainly 
attributable to a decline in maternity and 
parental benefits, which have decreased due to 
the transfer to the province of Quebec of the 
responsibility for delivering maternity and 
parental benefits, in that province, effective 
January 1, 2006. Children’s benefits increased 
by 17.7 per cent, largely reflecting transfers 
under the new UCCB, which began on 
July 1, 2006. 


Federal debt 
(accumulated deficit) 
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¢ Transfers to other levels of government were up 
$1.5 billion, or 6.9 per cent, largely due to the 
impact of the 2004 agreement on health care, as 
well as a $650-million transfer to provinces and 
territories in July 2006 for early learning and 
child care. 


¢ Subsidies and other transfers increased by 
$0.7 billion, or 6.8 per cent, reflecting increases 
in transfer payments across a number of 
departments, most notably Agriculture and 
Agri-Food Canada. 


Other program expenses increased by $2.3 billion, 
6.9 per cent, due to an increase in the operating 
costs of departments and agencies as well as a 
one-time increase in September 2006 in the 
Government’s estimated pension liabilities. 


Public debt charges were up 0.7 per cent, due 
mainly to an increase in the average effective 
interest rate on the stock of interest-bearing debt. 


Financial source of $2.9 billion 
for April to October 2006 


The budgetary balance is presented on a full 
accrual basis of accounting, recording government 
assets and liabilities when they are receivable or 
incurred, regardless of when the cash is received or 
paid. In contrast, the financial source/requirement 
measures the difference between cash coming in to 
the Government and cash going out. This measure 
is affected not only by changes in the budgetary 
balance but also by the cash source/requirement 
resulting from the Government’s investing 
activities through its acquisition of capital assets 
and its loans, financial investments and advances, 
as well as from other activities, including payment 
of accounts payable and collection of accounts 
receivable, foreign exchange activities, and the 
amortization of its tangible capital assets. 


The difference between the budgetary balance 
and financial source/requirement is recorded in 
non-budgetary transactions. 


Non-budgetary transactions resulted in a net 
requirement of $2.9 billion in the April-to-October 
period, reflecting payments made to provinces and 
international organizations pursuant to Bill C-48. 
This is down from an $8.1-billion requirement in 
the same period of 2005—06. The decrease in the 
net requirement largely reflects the transfer of the 
Government’s holdings in the Canada Pension Plan 
to the Canada Pension Plan Investment Board in 
2005-06, as well as an increase in the financial 
source from foreign exchange activities. 


With a budgetary surplus of $5.8 billion and a net 
requirement of $2.9 billion from non-budgetary 
transactions, there was a financial source of 

$2.9 billion in the first seven months of 2006—07 
compared to a financial requirement of $1.6 billion 
in the same period of 2005-06. 


Net financing activities down $17.4 billion 


The Government used this financial source of 
$2.9 billion and a reduction in its cash balances 
of $14.5 billion to reduce its market debt by 
$17.4 billion by the end of October 2006, largely 
through a reduction of treasury bills and foreign 
currency borrowings. The level of cash balances 
varies from month to month based on a number of 
factors including periodic large debt maturities, 
which can be quite volatile on a monthly basis. 
Cash balances at the end of October stood at 
$3.4 billion. 
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Table 1 
Summary statement of transactions 


October April to October 
2005 2006 2005—06 2006-07 


($ millions) 


Budgetary transactions 


Revenues 18,325 18,145 122,499 27817 
Expenses 
Program expenses -13,877 -14,851 -96,199 -102,158 
Public debt charges -2,882 -2,863 -19,799 -19,941 
Budgetary balance (deficit/surplus) 1,566 43] 6,501 5,778 
Non-budgetary transactions -281 -622 -8,067 -2,918 
Financial source/requirement 1,285 -191 -1,566 2,860 
Net change in financing activities -412 134 -11,972 -17,393 
Net change in cash balances 873 -57 -13,538 -14,533 
Cash balance at end of period 3,620 3,426 


Note: Positive numbers indicate net source of funds. Negative numbers indicate net requirement for funds. 


Table 2 
Budgetary revenues 
October April to October 
2005 2006 Change 2005-06 2006-07 Change 
($ millions) (%) ($ millions) (%) 
Tax revenues 
Income taxes 
Personal income tax 8,604 8,645 OD 56,621 61,692 9.0 
Corporate income tax 2,199 D256 2.6 15,069 16,635 10.4 
Other income tax 411 347 -15.6 2,341 2,463 SZ: 
Total income tax 11,214 11,248 0.3 74,031 80,790 9.1 
Excise taxes and duties 
Goods and services tax 3,441 2,930 -14.9 19,991 18,584 -7.0 
Customs import duties 315 334 6.0 1,998 25125 6.4 
Sales and excise taxes ys) 710 -6.0 5,661 5,568 -1.6 
Air Travellers Security Charge 26 30 15.4 206 23 3.4 
Total excise taxes and duties 4:537 4,004 -11.7 27,856 26,490 -4.9 
Total tax revenues 15,751 1Ai252 -3.2 101,887 107,280 355) 
Employment insurance premiums 1,003 918 -8.5 10,006 9,276 -7.3 
Other revenues awl 1,975 Dat 10,606 se 6.7 
Total budgetary revenues 15,325 18,145 -1.0 122,499 27-897. 4.4 


Note: Totals may not add due to rounding. 
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Table 3 
Budgetary expenses 


October April to October 
2005 2006 Change 2005—06 2006-07 Change 
($ millions) (%) ($ millions) (%) 
Transfer payments 
Transfers to persons 
Elderly benefits 2,425 Dis 4.0 16,818 Ole 48 
Employment insurance benefits 1,136 L121 -1.3 7,940 7,594 -4.4 
Children’s benefits 766 987 20.9 5,369 6,319 Vey 
Total 4,327 4,629 720) 80,127 Swies ei) 4.7 
Transfers to other levels of government 
Support for health and 
other social programs 
Canada Health Transfer 1,583 1,678 6.0 11,083 11,748 6.0 
Canada Social Transfer 685 708 3.4 4,798 4,958 33 
Total 2,268 2,386 SE 15,881 16,706 52 
Fiscal transfers 1,045 1,097 5.0 7,447 Teo 3.8 
Canada’s cities and communities 2183 0 n/a 394 306 =22:3 
Early learning and child care 0 0 n/a 0 650 n/a 
Alternative Payments for 
Standing Programs __ 242 262, 8.3 -1,678 _ 71,828 8.9 
Total 3,284 SPA -1.9 22,044 23,965 6.9 
Subsidies and other transfers 
Agriculture and Agri-Food 130 265 103.8 qd 1,047 42.4 
Foreign Affairs and International Trade —-38 [39 n/a 1,207 1122 -7.0 
Health 98 128 30.6 1,010 KOSS 4.3 
Human Resources and 
Social Development 134 114 -14.9 913 942 oe2 
Indian Affairs and 
Northern Development 366 373 LS 2,676 2,754 2.9 
Industry PM 246 16.6 1129 ee? -1.1 
Other 47] 433 -8.1 2,407 2128 1333 
Total eae 1,698 23.8 10,077 10,763 6.8 
Total transfer payments 8,983 9,548 6.3 62,248 65,858 5.8 
Other program expenses 
Crown corporation expenses 
Canadian Broadcasting Corporation 100 69 -31.0 768 764 -0.5 
Canada Mortgage and 
Housing Corporation 164 209 27.4 1,194 L183 -0.9 
Other 229 267 16.6 1,969 O77 0.4 
Total 493 545 10.5 3,931 3,924 -0.2 
Defence e237, 1359 9.9 8,291 8,817 6.3 
All other departments and agencies 3,164 3,399 7.4 25729 23,599 8.4 
Total other program expenses 4,894 5,303 8.4 33,951 36,300 6.9 
Total program expenses 13,877 14,851 7.0 96,199 102,158 6.2 
Public debt charges 2,882 2,863 -0.7 [oro 19,941 0.7 
Total budgetary expenses 16,759 17,714 Shei! 115,998 122,099 SO 


Note: Totals may not add due to rounding. 
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Table 4 
The budgetary balance and financial source/requirement 
October April to October 
2005 2006 2005—06 2006-07 
($ millions) 
Budgetary balance (deficit/surplus) 1,566 431 6,501 5,778 
Non-budgetary transactions 
Capital investing activities -248 -218 -978 -1,042 
Other investing activities -314 -1,314 -2,135 -1,785 
Pension and other accounts 347 35) -534 2,886 
Other activities 
Accounts payable, receivables, accruals 
and allowances 710 -202 -7,075 -6,555 
Foreign exchange activities -1,026 535 858 1,792 
Amortization of tangible capital assets 250 246 197 1,786 
Total other activities -66 579 -4,420 -2,977 
Total non-budgetary transactions -281 -622 -8,067 -2,918 
Net financial source/requirement P2285 -191 - 1,566 2,860 
Note: Totals may not add due to rounding. 
Table 5 
Financial source/requirement and net financing activities 
October April to October 
2005 2006 2005—06 2006-07 
($ millions) 
Net financial source/requirement eee -191 -1,566 2,860 
Net increase (+)/decrease (-) in financing activities 
Unmatured debt transactions 
Canadian currency borrowings 
Marketable bonds -1,585 1,467 -4,663 255 
Treasury bills 1,000 -1,300 -3,400 -11,900 
Canada Savings Bonds -68 -45 -497 -470 
Other -13 -| -181 -1,130 
Total -666 121 -8,741 -13,245 
Foreign currency borrowings __ 302 -93 -3,281 -4,022 
Total -364 28 -12,022 -17,267 
Cross-currency swap revaluation g 129 -75 126 
Unamortized discounts on debt issues -53 1g) 47 -202 
Obligations related to capital leases 2 -6 78 -50 
Net change in financing activities -412 134 O72 -17,393 
Change in cash balance 873 Soil glo.0o0 SOR: 


Note: Totals may not add due to rounding. 
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Table 6 
Condensed statement of assets and liabilities 
March 31, 2006 October 31, 2006 Change 
($ millions) 
Liabilities 
Accounts payable, accruals and allowances 101,432 92,265 -9,167 
Interest-bearing debt 
Unmatured debt 
Payable in Canadian dollars 
Marketable bonds 261,134 261,389 pays 
Treasury bills Soo 119,697 -11,900 
Canada Savings Bonds 17,342 16,872 -470 
Other S102 L972 -1,130 
Subtotal 413,175 399,930 -13,245 
Payable in foreign currencies 14,085 10,063 -4,022 
Cross-currency swap revaluation account -2,258 -2,132 126 
Unamortized discounts and premiums on market debt -6,780 -6,982 -202 
Obligations related to capital leases IOV i 25011 -50 
Total unmatured debt 421,149 403,756 -17,393 
Pension and other accounts 
Public sector pensions 131,062 133,194 PANY! 
Other employee and veteran future benefits 43,369 44,315 946 
Other pension and other accounts 5,493 aS OOn -192 
Total pension and other accounts 179,924 182,810 2,886 
Total interest-bearing debt 601,073 586,566 -14,507 
Total liabilities 702,505 678,831 -23,674 
Financial assets 
Cash and accounts receivable 82,843 65,698 -17,145 
Foreign exchange accounts 40,827 39,035 -1,792 
Loans, investments and advances (net of allowances) 41,889 43,674 L735 
Total financial assets 165,559 148,407 -17,152 
Net debt 536,946 530,424 -6,522 
Non-financial assets 55,447 54,703 -744 
Federal debt (accumulated deficit) 481,499 475,721 -5,778 


For additional copies or subscription inquiries, please contact the Distribution Centre at 613-995-2855. 
For other inquiries about this publication, contact Chris Forbes at 613-995-6391. 
Also available on the Internet (including advance tentative release dates) at www.fin.gc.ca. 


Ce document est également offert en francais. 
December 2006 


a Gov't Publications 


A Publication of the Department of Finance 


Highlights 


November 2006: budgetary surplus of $0.3 billion be ae”: ye 


There was a budgetary surplus of $0.3 billion in November 2006, slightly higher than the restated 
$0.1-billion surplus in November 2005. Budgetary revenues increased by $1.0 billion, or 6.0 per cent, 
due to strong growth in personal income tax revenues and a large gain in non-resident withholding taxes, 
partly offset by lower excise taxes and duties. Program expenses increased by $1.1 billion, or 7.8 per cent, 
reflecting increases in transfer payments and departmental operating expenses. Public debt charges were 
down $0.3 billion. 


April to November 2006: budgetary surplus of $6.1 billion 


For the first eight months of the 2006-07 fiscal year, the budgetary surplus is estimated at $6.1 billion, 
down $0.5 billion from the $6.6-billion surplus posted in the same period of 2005-06. Budgetary 
revenues rose $6.4 billion, or 4.6 per cent, reflecting solid growth in income tax revenues, partly offset 
by declines in excise taxes and employment insurance (EI) premium revenues. Program expenses were up 
$7.1 billion, or 6.4 per cent, due to both higher transfers and other program expenses. Public debt charges 
were down $0.1 billion. 


Note to readers: 


Beginning with the April Fiscal Monitor, to facilitate comparison with the 2006-07 monthly results, 
revenues and expenses from 2005 have been restated on a gross reporting basis, consistent with the 
presentation in Budget 2006. As well, revenues have been restated to evenly distribute the cost of the 
retroactive increase in the basic personal amount and the reduction of the 16-per-cent tax rate to 

15 per cent for the 2005 taxation year. The restatement of revenues also has an impact on reported 
surpluses for the April-to-December 2005 period. 


November 2006 


There was a budgetary surplus of $0.3 billion in 
November 2006, up slightly from the restated 
$0.1-billion surplus in November 2005. 


* Corporate income tax revenues rose $0.1 billion, 
or 4.1 per cent. Corporate income tax revenues 
can be volatile on a monthly basis, as large 
refunds or settlement payments may be recorded 

Budgetary revenues grew by $1.0 billion, or in any given month. In addition, assessments or 

6.0 per cent, to $18.3 billion. reassessments, which can relate to activity that 


* Personal income tax revenues were up took place several years prior, can influence 


$0.8 billion, or 10.9 per cent, in November, results in a given month. 
following a gain of only 0.5 per cent in October. 
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¢ Other income tax revenues—withholdings from 
non-residents—tose $0.7 billion, a significant 
part of which reflects a one-time payment in 
respect of the sale of Canadian assets by a non- 
resident firm. 


¢ Excise taxes and duties declined by $0.5 billion 
due to an 18.4-per-cent drop in goods and 
services tax (GST) revenues, reflecting the 
1-percentage-point reduction in the GST rate 
effective July 1, 2006. 


¢ EI premium revenues declined by 7.9 per cent, 
reflecting the decline in the premium rate from 
$1.95 to $1.87 per $100 of insurable earnings, 
effective January 1, 2006, as well as the transfer 
to the province of Quebec of the responsibility 
for delivering maternity and parental benefits in 
that province along with the associated 
premiums, effective the same date. 


¢ Other revenues, consisting of net profits of 
enterprise Crown corporations, revenues of 
consolidated Crown corporations, proceeds 
from the sales of goods and services, return 
on investments, foreign exchange revenues and 
miscellaneous revenues, rose $0.1 billion, or 
3.5 per cent. This revenue stream is volatile on 
a monthly basis. 


Program expenses in November 2006 were 

$15.3 billion, up $1.1 billion, or 7.8 per cent, from 
November 2005, reflecting increases in transfer 
payments and operating expenses of departments 
and agencies, including National Defence. 


Transfer payments increased by $0.5 billion, or 
SO, Den cent. 


* ‘Transfers to persons, consisting of elderly 
benefits, EI benefits and children’s benefits, 
rose $0.3 billion, or 8.0 per cent. Elderly 
benefits increased by 5.3 per cent. EI benefit 
payments decreased by 0.9 per cent, reflecting 
declines in both maternity and parental benefits. 
Children’s benefits consist of the Canada Child 
Tax Benefit and the new Universal Child Care 
Benefit (UCCB), which began on July 1, 2006. 
Children’s benefits were up $0.2 billion, 
reflecting transfers under the new 
UCCB program. 


¢ Transfers to other levels of government, 
consisting of transfers in support of health and 
other social programs (Canada Health Transfer 
and Canada Social Transfer), fiscal transfers, 
transfers to provinces on behalf of Canada’s 
cities and communities, transfers for early 
learning and child care and Alternative 
Payments for Standing Programs, were up 
$0.3 billion, or 8.9 per cent. 


¢ Subsidies and other transfers decreased by 
$0.1 billion, or 5.2 per cent. This component 
can be volatile on a monthly basis. 


Other program expenses consist of transfers to 
Crown corporations and operating expenses for 
departments and agencies, including National 
Defence, and also reflect the ongoing assessment 
of the Government’s liabilities. These expenses 
increased by $0.6 billion, or 11.8 per cent, 
reflecting increases across a number 

of departments. 


Public debt charges decreased by $0.3 billion. 


Revenues and expenses 
(April to November 2006) 


$ billions 
Revenues 
El premium 
: elie Subsidies and 
Other revenues ~ other transfers 
Public 
Corporate “debt charges 


income taxes 


Transfers to other 
Excise taxes ™ levels of gov't 


and duties 


Transfers to 
- persons 


Personal 
income taxes 


Other program 
™ expenses 


146.2 140.1 
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April to November 2006 
In the first eight months of the 2006-07 fiscal 


year, there was a budgetary surplus of $6.1 billion, 


down $0.5 billion from the $6.6-billion surplus 
reported for the same period of 2005-06. 


Budgetary revenues through the first eight months 
of the fiscal year were up $6.4 billion, or 
4.6 per cent, to $146.2 billion. 


¢ Personal income tax revenues rose $5.9 billion, 
or 9.2 per cent, reflecting solid growth in 
employment and wages and salaries combined 
with the progressivity of the personal income 
tax system. 


* Corporate income tax revenues increased by 
$1.7 billion, or 9.5 per cent, reflecting a higher 
corporate instalment payment base, which in 
turn reflects profit growth in 2005 and 2006. 
The corporate results to date are not indicative 
of the eventual outcome for the fiscal year as a 
whole. Roughly two-thirds of corporate income 
tax revenues comes from corporations with 


year-ends in October to December, which results 


in roughly half of corporate income tax 
revenues being received in the last four months 


of the fiscal year, when these corporations must 


make settlement payments in respect of any 
differences between their actual tax liabilities 
for the year and their instalment payments. 
Consequently, results for even the first eight 
months of the fiscal year can differ markedly 
from the final, full-year outcome. 


Budgetary balance 

$ billions % of GDP 
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Sources: Department of Finance and Statistics Canada. 


* Other income tax revenues rose $0.8 billion, or 
28.8 per cent, boosted by a one-time payment 
related to the disposition of Canadian assets by 
a non-resident firm. 


* Excise taxes and duties declined by $1.9 billion, 
or 5.9 per cent, primarily due to a $2.0-billion 
drop in GST revenues, reflecting the impact of 
the July 1, 2006, GST rate reduction. Sales and 
excise tax revenues decreased by $0.1 billion, or 
0.9 per cent. Customs import duties rose 
$0.1 billion, or 4.4 per cent, while revenues 
from the Air Travellers Security Charge were 
$12 million higher. 


¢ EI premium revenues declined by 7.3 per cent, 
reflecting the decline in the premium rate from 
$1.95 to $1.87 per $100 of insurable earnings, 
effective January 1, 2006, as well as the transfer 
to the province of Quebec of the responsibility 
for delivering maternity and parental benefits in 
that province along with the associated 
premiums, effective the same date. 


¢ Other revenues rose $0.8 billion, or 6.3 per cent. 


Program expenses in the April-to-November 2006 
period were $117.5 billion, up $7.1 billion, or 

6.4 per cent, from the same period of 2005-06, 
due to both higher transfers and increased 
operating costs of departments and agencies, 
including National Defence. Public debt charges 
decreased by $0.1 billion. 


Transfer payments, which account for about 
two-thirds of total program expenses, increased 
by $4.1 billion, or 5.8 per cent. 


Federal debt 
(accumulated deficit) 


$ billions % of GDP 
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¢ Transfers to persons grew by 5.1 per cent. 
Elderly benefits were up 4.8 per cent while 
EI benefits were down 3.9 per cent. The year-to- 
date decline in EI benefits is mainly attributable 
to a decline in maternity and parental benefits, 
which have decreased due to the transfer to the 
province of Quebec of the responsibility for 
delivering maternity and parental benefits in 
that province, effective January 1, 2006. 
Children’s benefits increased by 19.0 per cent, 
reflecting transfers under the new UCCB 
program, which began on July 1, 2006. 


¢ Transfers to other levels of government were up 
$1.8 billion, or 7.1 per cent, largely due to the 
impact of the 2004 agreement on health care, as 
well as a $650-million transfer to provinces and 
territories in July 2006 for early learning and 
child care. 


¢ Subsidies and other transfers increased by 
$0.6 billion, or 4.9 per cent, reflecting increases 
in transfer payments across a number of 
departments, most notably Agriculture and 
Agri-Food Canada. 


Other program expenses increased by $2.9 billion, 
7.5 per cent, due to an increase in the operating 
costs of departments and agencies as well as a 
one-time increase in September 2006 in the 
Government’s estimated pension liabilities. 


Public debt charges were down 0.6 per cent due 
mainly to a decrease in the stock of interest- 
bearing debt. 


Financial source of $2.8 billion 
for April to November 2006 


The budgetary balance is presented on a full 
accrual basis of accounting, recording government 
assets and liabilities when they are receivable or 
incurred, regardless of when the cash is received or 
paid. In contrast, the financial source/requirement 
measures the difference between cash coming in to 
the Government and cash going out. This measure 
is affected not only by changes in the budgetary 
balance but also by the cash source/requirement 
resulting from the Government’s investing 
activities through its acquisition of capital assets 
and its loans, financial investments and advances, 


as well as from other activities, including payment 
of accounts payable and collection of accounts 
receivable, foreign exchange activities, and the 
amortization of its tangible capital assets. The 
difference between the budgetary balance and 
financial source/requirement is recorded in 
non-budgetary transactions. 


Non-budgetary transactions resulted in a 
requirement of $3.3 billion in the April-to- 
November period, reflecting payments made to 
provinces and international organizations pursuant 
to Bill C-48. This is down from an $8.0-billion 
requirement in the same period of 2005—06. The 
decrease in the requirement largely reflects the 
transfer of the Government’s holdings in the 
Canada Pension Plan to the Canada Pension Plan 
Investment Board in 2005-06, as well as an 
increase in the financial source from foreign 
exchange activities due to variations in the 
exchange rate. 


With a budgetary surplus of $6.1 billion and a 
requirement of $3.3 billion from non-budgetary 
transactions, there was a net financial source of 
$2.8 billion in the first eight months of 2006—07 
compared to a net financial requirement of 

$1.4 billion in the same period of 2005—06. 


Net financing activities down $7.4 billion 


The Government used this net financial source 

of $2.8 billion and a reduction in its cash balances 
of $4.6 billion to reduce its market debt by 

$7.4 billion by the end of November 2006, largely 
through a reduction of treasury bills and foreign 
currency borrowings. The level of cash balances 
varies from month to month based on a number 
of factors including periodic large debt maturities, 
which can be quite volatile on a monthly basis. 
Cash balances at the end of November stood at 
$13.3 billion. 
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Table 1 
Summary statement of transactions 


November April to November 
2005 2006 2005-06 2006-07 


($ millions) 


Budgetary transactions 


Revenues 17,268 18,311 139,767 146,188 
Expenses 
Program expenses -14,193 -15,298 -110,392 -117,456 
Public debt charges -2,990 -2,709 -22,789 -22,650 
Budgetary balance (deficit/surplus) 85 304 6,586 6,082 
Non-budgetary transactions 47 -396 -8,020 -3,314 
Financial source/requirement 132 -92 -1,434 2,768 
Net change in financing activities 3275 10,010 -8,697 -7,383 
Net change in cash balances 3,407 9,918 -10,131 -4,615 


Cash balance at end of period =, 7,025 13,346 


Note: Positive numbers indicate net source of funds. Negative numbers indicate net requirement for funds. 


Table 2 
Budgetary revenues 
November April to November 
2005 2006 Change 2005—06 2006-07 Change 
($ millions) (%) ($ millions) (%) 
Tax revenues 
Income taxes 
Personal income tax Thee 8,560 10.9 64,339 70252 92 
Corporate income tax 2393 2,490 4.1 17,462 195125 9.5 
Other income tax 343 994 189.8 2,684 3,457 28.8 
Total income tax 10,454 12,044 [52 84,485 92,834 9.9 
Excise taxes and duties 
Goods and services tax 3,006 2,452 -18.4 22,997 21,036 -8.5 
Customs import duties B29 304 -7.6 Zo) 2,429 4.4 
Sales and excise taxes 797 833 4.5 6,458 6,401 -0.9 
Air Travellers Security Charge 2 30 20.0 231 243 522 
Total excise taxes and duties 4.157 3,619 -12.9 32,013 30,109 -5.9 
Total tax revenues 14,611 15,663 ee 116,498 122,943 are) 
Employment insurance premiums 896 825 -7.9 10,902 10,101 -7.3 
Other revenues io! 1,823 SiS) 12367 13,144 6.3 
Total budgetary revenues 17,268 {ieee Ul 6.0 139,767 146,188 4.6 


Note: Totals may not add due to rounding. 
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Table 3 
Budgetary expenses 


November April to November 
2005 2006 Change 2005-06 2006-07 Change 
($ millions) (%) ($ millions) (%) 
Transfer payments 
Transfers to persons 
Elderly benefits 2,433 2,002 mes, 19,25) 20579 4.8 
Employment insurance benefits 1,050 1,041 -0.9 8,990 8,635 -3.9 
Children’s benefits 1a) 1,000 28.4 6,148 HeoLo 19.0 
Total 4,262 4,603 8.0 34,389 36,133 al 
Transfers to other levels of government 
Support for health and 
other social programs 
Canada Health Transfer 1,584 1,679 6.0 12,667 [3 A427 6.0 
Canada Social Transfer 685 709 325 5,483 5,667 3.4 
Total 2,269 2,388 a2 18,150 19,094 Se 
Fiscal transfers 1,045 [el BS) Gell 8,492 8,856 4.3 
Canada’s cities and communities 0 38 n/a 394 344 -12.7 
Early learning and child care 0 0 n/a 0 650 n/a 
Alternative Payments for 
Standing Programs -261 -227 =13.0) E23? =2,055—_ 6.0 
Total 32053 3,324 8.9 25,097 26,889 nel 
Subsidies and other transfers 
Agriculture and Agri-Food 161 324 LOie 896 Lar 53.0 
Foreign Affairs and International Trade 182 189 3.8 1,389 ait -5.6 
Health hes: 208 202 1,183 1,261 6.6 
Human Resources and 
Social Development 132 136 30 1,045 1,078 3.2 
Indian Affairs and 
Northern Development 563 3) -37.7 3,259 Se0S -4.] 
Industry 118 135 14.4 1,247 Z52 0.4 
Other a2 421 -20.9 ACES) 3,149 Tel 
Total 1,861 1,764 -5.2 Pieo3s 12,527 4.9 
Total transfer payments De.G 9,691 5.6 71,424 75,549 5.8 
Other program expenses 
Crown corporation expenses 
Canadian Broadcasting Corporation 100 126 26.0 868 890 25 
Canada Mortgage and 
Housing Corporation li 172 0.0 1,366 1.355 -0.8 
Other 185 241 30.3 2,154 Digs 3.0 
Total 457 539 eo 4,388 4,463 [7 
Defence 1,249 1,435 14.9 9,540 1052 Nes 
All other departments and agencies S51 3,633 oF 25,040 IAN 8.6 
Total other program expenses SHO 5,607 11.8 38,968 41,907 fe 
Total program expenses 14,193 15,298 7.8 110,392 117,456 6.4 
Public debt charges 2,990) 2,709 -9.4 22,789 22,650 -0.6 
Total budgetary expenses D7LSS 18,007 4.8 133,181 140,106 5.2 


Note: Totals may not add due to rounding. 
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Table 4 
The budgetary balance and financial source/requirement 
November April to November 
2005 2006 2005-06 2006-07 
: ($ millions) 
Budgetary balance (deficit/surplus) 85 304 6,586 6,082 
Non-budgetary transactions 
Capital investing activities -193 -247 -1171 -1,289 
Other investing activities -251 -849 -2,386 -2,634 
Pension and other accounts -15 498 -549 3,384 
Other activities 
Accounts payable, receivables, accruals 
and allowances 584 iFSsa/ -6,491 -6,398 
Foreign exchange activities -314 -207 544 1,585 
Amortization of tangible capital assets 236 252 2,033 2,038 
Total other activities 506 202 -3,914 -2,775 
Total non-budgetary transactions 47 -396 -8,020 -3,314 
Net financial source/requirement ihey -92 -1,434 2,768 
Note: Totals may not add due to rounding. 
Table 5 
Financial source/requirement and net financing activities 
November April to November 
2005 2006 2005—06 2006-07 


($ millions) 
Net financial source/requirement 132 -92 -1,434 2,768 


Net increase (+)/decrease (-) in financing activities 
Unmatured debt transactions 
Canadian currency borrowings 


Marketable bonds Be 208: 3,299 -1,410 3,554 
Treasury bills 900 8,200 -2,500 -3,700 
Canada Savings Bonds -448 -1,338 -945 -1,808 
Other -15 -3 -196 -1,133 
Total 3,690 10,158 -5,051 -3,087 
Foreign currency borrowings -217 ote) -3,498 -3,964 
Total 3,473 10,216 -8,549 -7,051 
Cross-currency swap revaluation 48 D2 -27 218 
Unamortized discounts on debt issues -231 -285 -184 -487 
Obligations related to capital leases -15 -13 63 -63 
Net change in financing activities SRA 10,010 -8,697 -7,383 
Change in cash balance 3,407 9,918 1715) 401) 


Note: Totals may not add due to rounding. 
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Table 6 
Condensed statement of assets and liabilities 
March 31, 2006 November 30, 2006 Change 
($ millions) 
Liabilities 
Accounts payable, accruals and allowances 101,432 96,139 -5,293 


Interest-bearing debt 
Unmatured debt 
Payable in Canadian dollars 


Marketable bonds 261,134 264,688 3,554 
Treasury bills [31597 127,897 -3,700 
Canada Savings Bonds 17,342 15,534 -1,808 
Other 3,102 1,969 -1,133 
Subtotal 413,175 410,088 -3,087 
Payable in foreign currencies 14,085 LO, 24 -3,964 
Cross-currency swap revaluation account -2,258 -2,040 218 
Unamortized discounts and premiums on market debt -6,780 -7,267 -487 
Obligations related to capital leases ii Poe 2,864 -63 
Total unmatured debt 421,149 413,766 -7,383 
Pension and other accounts 

Public sector pensions 131,062 133,626 2,564 
Other employee and veteran future benefits 43,369 44,449 1,080 
Other pension and other accounts 5,493 5,233 -260 
Total pension and other accounts 179,924 183,308 3,384 
Total interest-bearing debt 601,073 597,074 -3,999 
Total liabilities 702,505 693,213 -9,292 

Financial assets 
Cash and accounts receivable 82,843 T9333 -3,510 
Foreign exchange accounts 40,827 39,242 -1,585 
Loans, investments and advances (net of allowances) 41,889 44,523 2,634 
Total financial assets 165,559 163,098 -2,461 
Net debt 536,946 SoS -6,831 
Non-financial assets 55,447 54,698 -749 
Federal debt (accumulated deficit) 481,499 475,417 -6,082 
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Highlights 


December 2006: budgetary surplus of $1.2 billion 


There was a budgetary surplus of $1.2 billion in December 2006, up $0.3 billion from the $0.9-billion 
surplus in December 2005. Budgetary revenues rose $1.4 billion, or 7.6 per cent, due to strong growth 

in personal and corporate income tax revenues as well as non-tax revenues, dampened by declines in other 
revenue streams, particularly excise taxes and duties. Program expenses increased by $0.8 billion, or 

5.5 per cent, reflecting increases in transfer payments and departmental operating expenses. Public debt 
charges were up $0.3 billion. 


April to December 2006: budgetary surplus of $7.3 billion 


The budgetary surplus is estimated at $7.3 billion for the first nine months of the 2006-07 fiscal year, 
down from the $7.5-billion surplus posted in the same period of 2005—06. Revenues rose $7.8 billion, or 
4.9 per cent, reflecting strong growth in income tax revenues and non-tax revenues, partially offset by 
declines in excise taxes and employment insurance (EI) premium revenues. Program expenses were up 
$7.9 billion, or 6.3 per cent, due to both higher transfers and other program expenses. Public debt charges 
were up $0.2 billion. 


An update of the 2006—07 budgetary surplus projection will be provided in the budget. 


¢ Corporate income tax revenues rose $0.8 billion, 
or 32.4 per cent. Corporate income tax revenues 


December 2006 
There was a budgetary surplus of $1.2 billion in 


December 2006, up from the $0.9-billion surplus 
in December 2005. 


Budgetary revenues increased by $1.4 billion, or 
7.6 per cent, to $19.1 billion. 


¢ Personal income tax revenues rose $0.9 billion, 
or 9.7 per cent, in December, driven by strong 
growth in payroll deductions, which in turn 
reflects economic conditions and a larger than 


normal number of processing days in the month. 


can be volatile on a monthly basis, as large 
refunds or settlement payments may be recorded 
in any given month. In addition, assessments or 
reassessments, which can relate to activity that 
took place in prior years, can influence results 
in a given month. 


Other income tax revenues—withholdings from 
non-residents—declined by $0.1 billion, or 
24.2 per cent, reflecting very high levels 

of withholdings in December 2005." — 
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¢ Excise taxes and duties declined by $0.4 billion, 
primarily due to a 14.8-per-cent drop in goods 
and services tax (GST) revenues, reflecting the 
l-percentage-point reduction in the GST rate 
effective July 1, 2006. 


¢ EI premium revenues declined by 7.9 per cent, 
reflecting the decline in the premium rate from 
$1.95 to $1.87 per $100 of insurable earnings, 
effective January 1, 2006, as well as the transfer 
to the province of Quebec of the responsibility 
for delivering maternity and parental benefits in 
that province along with the associated 
premiums, effective the same date. 


¢ Other revenues, consisting of net profits of 
enterprise Crown corporations, revenues of 
consolidated Crown corporations, proceeds from 
the sales of goods and services, return on 
investments, foreign exchange revenues and 
miscellaneous revenues, rose $0.2 billion, or 
14.3 per cent. This revenue stream is volatile on 
a monthly basis. 


Program expenses in December 2006 were 

$15.1 billion, up $0.8 billion, or 5.5 per cent, from 
December 2005, reflecting increases in transfer 
payments and operating expenses of departments 
and agencies, including National Defence. 


Transfer payments increased by $0.5 billion, or 
5, 2:per cent. 


* Transfers to persons, consisting of elderly 
benefits, EI benefits and children’s benefits, 
rose $0.3 billion, or 6.9 per cent. Elderly 
benefits increased by 5.1 per cent. EI benefits 
decreased by 2.1 per cent, reflecting declines in 
both maternity and parental benefits. Children’s 
benefits consist of the Canada Child Tax Benefit 
and the new Universal Child Care Benefit 
(UCCB), which began on July 1, 2006. 
Children’s benefits were up $0.2 billion, 
reflecting transfers under the new 
UCCB program. 


¢ Transfers to other levels of government, 
consisting of transfers in support of health and 
other social programs (Canada Health Transfer 
and Canada Social Transfer), fiscal transfers, 
transfers to provinces on behalf of Canada’s 
cities and communities, transfers for early 
learning and child care and Alternative 
Payments for Standing Programs, were up 
$0.3 billion, or 8.5 per cent. 


¢ Subsidies and other transfers decreased by 
$0.1 billion, or 5.2 per cent. 


Other program expenses consist of transfers to 
Crown corporations and operating expenses for 
departments and agencies, including National 
Defence, and also reflect the ongoing assessment 
of the Government’s liabilities. These expenses 
increased by $0.3 billion, or 6.0 per cent, reflecting 
increases across a number of departments. 


Public debt charges increased by $0.3 billion, 
reflecting an increase in the average effective 
interest rate on the stock of interest-bearing debt. 


Revenues and expenses 
(April to December 2006) 


$ billions 
Revenues 


: ‘ Expenses 
El premiums 10.8 — 


Subsidies and 
other transfers 


Public 
25.5 debt charges 


Other revenues 18.7 141 


Corporate 
income taxes 2a8 

Transfers to other 
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wo 
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and duties oo 
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April to December 2006 


In the first nine months of the fiscal year, there 
was a budgetary surplus of $7.3 billion, down 


$0.2 billion from the $7.5-billion surplus reported 


in the same period of 2005—06. 


Budgetary revenues were up $7.8 billion, or 
4.9 per cent, to $165.3 billion. 


Other income tax revenues rose $0.6 billion, or 
20.1 per cent, boosted by a one-time payment in 
November 2006 related to the disposition of 
Canadian assets by a non-resident firm. 


Excise taxes and duties declined by $2.3 billion, 
or 6.4 per cent, primarily due to a $2.3-billion 
drop in GST revenues, reflecting the impact of 
the July 1, 2006, GST rate reduction. Sales and 


¢ Personal income tax revenues rose $6.8 billion, 


or 9.3 per cent, reflecting solid growth in 
employment and wages and salaries combined 
with the progressivity of the personal income 
tax system. 


Corporate income tax revenues increased by 
$2.5 billion, or 12.4 per cent, reflecting a higher 
corporate instalment payment base, which in 
turn reflects profit growth in 2005 and 2006. 
The corporate results to date are not necessarily 
indicative of the eventual outcome for the fiscal 
year as a whole. Roughly half of corporate 
income tax revenues comes from corporations 
with year-ends in December, which results in 
some 40 per cent, on average, of corporate 
income tax revenues being received in the final 
three months of the fiscal year, when these 
corporations must make settlement payments in 
respect of any differences between their actual 
tax liabilities for the year and their instalment 
payments. Consequently, results for even the 
first nine months of the fiscal year can differ 
markedly from the final, full-year outcome. 


Budgetary balance 
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Sources: Department of Finance and Statistics Canada. 


excise tax revenues decreased by $0.1 billion, or 
1.3 per cent. Customs import duties rose 

$0.1 billion, or 3.4 per cent, while revenues 
from the Air Travellers Security Charge were up 
$11 million. 


¢ EI premium revenues declined by 7.4 per cent, 
reflecting the decline in the premium rate from 
$1.95 to $1.87 per $100 of insurable earnings, 
effective January 1, 2006, as well as the transfer 
to the province of Quebec of the responsibility 
for delivering maternity and parental benefits in 
that province along with the associated 
premiums, effective the same date. 


¢ Other revenues rose $1.0 billion, or 7.2 per cent. 


Program expenses in the April-to-December 2006 
period were $132.6 billion, up $7.9 billion, or 

6.3 per cent, from the same period of 2005-06, 
due to both higher transfers and increased 
operating costs of departments and agencies, 
including National Defence. Public debt charges 
increased by $0.2 billion. 


Federal debt 
(accumulated deficit) 
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Transfer payments, which account for about 
two-thirds of total program expenses, increased 
by $4.6 billion, or 5.7 per cent. 


¢ Transfers to persons grew by 5.3 per cent. 
Elderly benefits rose 4.8 per cent while 
EI benefits declined by 3.7 per cent. 
The year-to-date decline in EI benefits is 
mainly attributable to a decline in maternity 
and parental benefits, which have decreased 
due to the transfer to the province of Quebec of 
the responsibility for delivering maternity and 
parental benefits in that province, effective 
January 1, 2006. Children’s benefits increased 
by 19.8 per cent, reflecting transfers under 
the new UCCB program, which began on 
July 1, 2006. 


¢ Transfers to other levels of government were up 
$2.1 billion, or 7.3 per cent, largely due to the 
impact of the 2004 agreement on health care, as 
well as a $650-million transfer to provinces and 
territories in July 2006 for early learning and 
child care. 


¢ Subsidies and other transfers increased by 
$0.5 billion, or 3.7 per cent, largely reflecting 
an increase in agricultural assistance. 


Other program expenses increased by $3.2 billion, 
7.4 per cent, due to an increase in the operating 
costs of departments and agencies as well as a 
one-time increase in September 2006 in the 
Government’s estimated pension liabilities. 


Public debt charges were up 0.7 per cent, primarily 
due to an increase in the average effective interest 
rate on the stock of interest-bearing debt. 


Financial source of $4.0 billion 
for April to December 2006 


The budgetary balance is presented on a full 
accrual basis of accounting, recording government 
assets and liabilities when they are receivable or 
incurred, regardless of when the cash is received or 
paid. In contrast, the financial source/requirement 
measures the difference between cash coming in to 
the Government and cash going out. This measure 
is affected not only by changes in the budgetary 


balance but also by the cash source/requirement 
resulting from the Government’s investing 
activities through its acquisition of capital assets 
and its loans, financial investments and advances, 
as well as from other activities, including payment 
of accounts payable and collection of accounts 
receivable, foreign exchange activities, and the 
amortization of its tangible capital assets. The 
difference between the budgetary balance and 
financial source/requirement is recorded in 
non-budgetary transactions. 


Non-budgetary transactions resulted in a 
requirement of $3.3 billion in the April-to- 
December period, reflecting payments made to 
provinces and international organizations pursuant 
to Bill C-48. This is down from a $7.1-billion 
requirement in the same period of 2005—06. The 
decrease in the requirement largely reflects the 
transfer of the Government’s holdings in the 
Canada Pension Plan to the Canada Pension Plan 
Investment Board in 2005—06. 


With a budgetary surplus of $7.3 billion and a 
requirement of $3.3 billion from non-budgetary 
transactions, there was a net financial source of 
$4.0 billion in the first nine months of 2006—07 
compared to a net financial source of $0.4 billion 
in the same period of 2005-06. 


Net financing activities down $17.9 billion 


The Government used this net financial source 

of $4.0 billion and a reduction in its cash balances 
of $13.9 billion to reduce its market debt by 

$17.9 billion by the end of December 2006, largely 
through a reduction of treasury bills, marketable 
bonds and foreign currency borrowings. The level 
of cash balances varies from month to month based 
on a number of factors including periodic large 
debt maturities, which can be quite volatile on a 
monthly basis. Cash balances at the end of 
December stood at $4.1 billion. 
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Table 1 
Summary statement of transactions 


December April to December 
2005 2006 2005-06 2006-07 


($ millions) 


Budgetary transactions 


Revenues AGA LO 27 157,538 165,315 
Expenses 
Program expenses -14,336 =15,127 -124,728 -132,583 
Public debt charges SPE ON -2,827 -25,310 -25,477 
Budgetary balance (deficit/surplus) 914 i) 7,500 e255 
Non-budgetary transactions 965 54 -7,055 -3,260 
Financial source/requirement 1,879 1228, 445 3,995 
Net change in financing activities -4,398 -10,504 -13,095 -17,887 
Net change in cash balances -2,519 -9,277 -12,650 -13,892 
Cash balance at end of period” 4,509 4,067 


Note: Positive numbers indicate net source of funds. Negative numbers indicate net requirement for funds. 


Table 2 
Budgetary revenues 
December April to December 
2005 2006 Change 2005-06 2006-07 Change 
($ millions) (%) ($ millions) (%) 
Tax revenues 
Income taxes 
Personal income tax O55 10,044 9.7 73,494 80,296 9.3 
Corporate income tax 212 Bh 3 5) 32.4 19,974 22,450 12.4 
Other income tax 530 402 -24.2 3,214 3,859 20st 
Total income tax 12,197 Me 7A 12.9 96,682 106,605 10.3 
Excise taxes and duties 
Goods and services tax 2,160 1,841 -14.8 Dinyal ley; D2 SIL -9.] 
Customs import duties 265 251 -5.3 Deeps P! 2,680 3.4 
Sales and excise taxes 814 778 -4.4 VORP: Tae) -1.3 
Air Travellers Security Charge 26 25 -3.8 257. 268 4.3 
Total excise taxes and duties 3,265 2,895 -11.3 35:278 33,004 -6.4 
Total tax revenues 15,462 16,666 7.8 131,960 139,609 5.8 
Employment insurance premiums 802 739 -7.9 11,704 10,840 -7.4 
Other revenues eS (07. 1722 14.3 13,874 14,866 WE?) 
Total budgetary revenues 17,771 19127 76 157,538 165,315 4.9 


Note: Totals may not add due to rounding. 
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Table 3 
Budgetary expenses 


December April to December 
2005 2006 Change 2005—06 2006-07 Change 
($ millions) (%) ($ millions) (%) 
Transfer payments 
Transfers to persons 
Elderly benefits 2,442 2,566 ae 21,693 22,745 4.8 
Employment insurance benefits 1,154 1,130 -2.1 10,144 9,765 -3.7 
Children’s benefits 782 985 26.0 6,930 8,304 19.8 
Total 4,378 4,681 6.9 38,767 40,814 Ons 
Transfers to other levels of government 
Support for health and 
other social programs 
Canada Health Transfer P5835 1,678 6.0 14,250 15,105 6.0 
Canada Social Transfer 686 708 oe) 6,169 6375 555 
Total 2,269 2,386 Be! 20,419 21,480 32 
Fiscal transfers 1,044 17128 8.0 9,536 9,984 4.7 
Canada’s cities and communities 167 204 Di 561 548 -2.3 
Early learning and child care 0 0 n/a 0 650 n/a 
Alternative Payments for 
Standing Programs -261 (-226 -13.4 -2,200 E (2,281 3.7 
Total 3,219 3,492 8.5 28,316 30,381 Tes 
Subsidies and other transfers 
Agriculture and Agri-Food 164 330 101.2 1,060 7 Oi 60.5 
Foreign Affairs and International Trade 215 265 D353 1,604 1ES7G6 -1.7 
Health 137 Lie -19.0 1,320 L322 3.9 
Human Resources and 
Social Development 100 108 8.0 1,145 1,186 3.6 
Indian Affairs and 
Northern Development 380 448 17.9 3,619 31553 -1.8 
Industry 205 266 29.8 1,452 1,518 4.5 
Other 503 87 -82.7 3,442 3,236 -6.0 
Total 1,704 1615 25.2 13,642 14,142 ao 
Total transfer payments 9,301 9,788 awe 80,725 Sogo Dell 
Other program expenses 
Crown corporation expenses 
Canadian Broadcasting Corporation 110 56 -49.] 978 946 -3.3 
Canada Mortgage and 
Housing Corporation 170 [S55 -8.8 1536 1,510 ea) 
Other 372) 360 11.8 2,476 DES Tes 4.1 
Total 602 S71 -5.] 4,990 5,034 0.9 
Defence 1,226 375 12:2 10,766 Rios 8.0 
All other departments and agencies 3,207 3,393 5.8 28,247 30,585 8.3 
Total other program expenses 5,035 5,339 6.0 44,003 47,246 7.4 
Total program expenses 14,336 [S127 2) 124,728 1325583 6.3 
Public debt charges PRA DZ Sal 12 25,310 25,477 0.7 
Total budgetary expenses 16,857 17,954 6.5 150,038 158,060 Be: 


Note: Totals may not add due to rounding. 
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Table 4 
The budgetary balance and financial source/requirement 
December April to December 
2005 2006 2005—06 2006-07 
($ millions) 
Budgetary balance (deficit/surplus) 914 1473 7,500 Wh OIS%s. 
Non-budgetary transactions 
Capital investing activities -343 -283 -1,514 -1,572 
Other investing activities -1 1,680 -2,387 -954 
Pension and other accounts 241 469 -308 3.0205 
Other activities 
Accounts payable, receivables, accruals 
and allowances -977 -1,652 -7,468 -8,050 
Foreign exchange activities 1,769 -380 218 1,205 
Amortization of tangible capital assets 210 220 2,309 2,298 
Total other activities 1,068 -1,812 -2,846 -4,587 
Total non-budgetary transactions 965 54 -7,055 -3,260 
Net financial source/requirement 1,879 F227, 445 3,995 
Note: Totals may not add due to rounding. 
Table 5 
Financial source/requirement and net financing activities 
December April to December 
2005 2006 2005-06 2006-07 
($ millions) 
Net financial source/requirement 1,879 1227 445 3,995 
Net increase (+)/decrease (-) in financing activities 
Unmatured debt transactions 
Canadian currency borrowings 
Marketable bonds -6,582 -8,642 -7,992 -5,088 
Treasury bills 2,400 -3,200 -100 -6,900 
Canada Savings Bonds -423 -69 -1,368 -1,877 
Other -9 -27 -205 -1,160 
Total -4,614 -11,938 -9,665 -15,025 
Foreign currency borrowings 367 26 eet) -3,938 
Total -4,247 eldeO12 -12,796 -18,963 
Cross-currency swap revaluation -43 7 -70 Pers 
Unamortized discounts on debt issues -111 297 -295 -190 
Obligations related to capital leases 3 -6 66 -69 
Net change in financing activities =430% -10,504 =13;095 -17,887 
Change in cash balance -2,519 -9,277 -12,650 -13,892 


Note: Totals may not add due to rounding. 
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Table 6 
Condensed statement of assets and liabilities 
March 31, 2006 December 31, 2006 Change 
($ millions) 
Liabilities 
Accounts payable, accruals and allowances 101,432 UDP ANG! -9,215 
Interest-bearing debt 
Unmatured debt 
Payable in Canadian dollars 
Marketable bonds 261,134 256,046 -5,088 
Treasury bills 131,597 124,697 -6,900 
Canada Savings Bonds 17,342 15,465 -1,877 
Other a h02 1,942 -1,160 
Subtotal 413,175 398,150 -15,025 
Payable in foreign currencies 14,085 10,147 -3,938 
Cross-currency swap revaluation account -2,258 -923 1335 
Unamortized discounts and premiums on market debt -6,780 -6,970 -190 
Obligations related to capital leases 2,927 2,858 -69 
Total unmatured debt 421,149 403,262 -17,887 
Pension and other accounts 
Public sector pensions 131-062 153,817, BJD 
Other employee and veteran future benefits 43,369 44,584 P2ts 
Other pension and other accounts 5,493 55516 -117 
Total pension and other accounts 179,924 eke) 3,853 
Total interest-bearing debt 601,073 587,039 -14,034 
Total liabilities 702,505 679,256 -23,249 
Financial assets 
Cash and accounts receivable 82,843 67,786 -15,057 
Foreign exchange accounts 40,827 39,622 -1,205 
Loans, investments and advances (net of allowances) 41,889 42,843 954 
Total financial assets 165,559 150,251 -15,308 
Net debt 536,946 529,005 -7,941 
Non-financial assets 55,447 54,761 -686 
Federal debt (accumulated deficit) 481,499 474,244 -7,255 
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Highlights 


January 2007: budgetary surplus of $2.3 billion 


There was a budgetary surplus of $2.3 billion in January 2007, up $0.7 billion from the $1.5-billion 
surplus in January 2006. Budgetary revenues rose $0.8 billion, or 3.9 per cent, due to strong growth in 
corporate income tax and non-resident withholding tax revenues, dampened by declines in other revenue 
streams. Program expenses decreased by $0.1 billion, or 0.3 per cent, reflecting a decrease in 
departmental operating expenses. Public debt charges were up $0.2 billion. 


April 2006 to January 2007: budgetary surplus of $9.5 billion 


The budgetary surplus is estimated at $9.5 billion for the first 10 months of the 2006-07 fiscal year, 
up from the $9.0-billion surplus posted in the same period of 2005-06. Budgetary revenues rose 
$8.6 billion, or 4.8 per cent, reflecting strong growth in income tax revenues, partially offset by 
declines in excise taxes and employment insurance (EI) premium revenues. Program expenses were 
up $7.8 billion, or 5.5 per cent, due to both higher transfers and other program expenses. Public debt 


charges were up $0.3 billion. 


January 2007 


There was a budgetary surplus of $2.3 billion in 
January 2007, up from the $1.5-billion surplus of 
January 2006. 


Budgetary revenues increased by $0.8 billion, or 
3.9 per cent, to $22.2 billion. 


Personal income tax revenues declined by 

$0.2 billion, or 2.3 per cent. The decline partly 
reflects the inclusion of the monthly cost of the 
pension income splitting measure introduced in 
the October 31, 2006, Tax Fairness Plan, a 
measure which pertains to the 2007 tax year. 


Corporate income tax revenues rose $0.3 billion, 
or 12.0 per cent. Corporate income tax revenues 
can be volatile on a monthly basis, as large 
refunds or settlement payments may be recorded 
in any given month. In addition, assessments or 
reassessments, which can relate to activity that 
took place in prior years, can influence results 
in a given month. 


¢ Other income tax revenues—withholdings 


from non-residents—trose $0.1 billion, or 

18.1 per cent, reflecting ongoing strength in 
the corporate sector. Other income tax revenues 
can also be volatile on a monthly basis, as the 
timing of corporate dividend payments, and 
thus the corresponding tax withheld on those 
payments, can vary from year to year. 


Excise taxes and duties were up $0.5 billion. 
A $0.5-billion gain in revenue from the 
one-time charge on duty deposit refunds under 
the Canada-United States Softwood Lumber 
Agreement more than offset the decline in 
goods and services tax (GST) revenues that 
resulted from the 1-percentage-point reduction 
in the GST rate effective July 1, 2006. 


EI premium revenues increased by 

12.9 per cent, reflecting improvements in 
employment and wages and salaries, which 
more than offset the decline in the premium rate 
from $1.87 to $1.80 per $100 of insurable 
earnings, effective January 1, 2007. 
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* Other revenues, consisting of net profits of 
enterprise Crown corporations, revenues of 
consolidated Crown corporations, proceeds 
from the sales of goods and services, return on 
investments, foreign exchange revenues and 
miscellaneous revenues, decreased by 
$0.1 billion, or 3.2 per cent. 

Program expenses in January 2007 were 

$17.1 billion, down $0.1 billion or 0.3 per cent 

from January 2006, reflecting a decrease in 

operating expenses of departments and agencies, 


partially offset by an increase in transfer payments. 


Transfer payments increased $0.6 billion, 
Of 5.2 percent: 


¢ Transfers to persons, consisting of elderly 
benefits, EI benefits and children’s benefits, 
rose $0.4 billion, or 7.6 per cent. Elderly 
benefits increased by 4.0 per cent. EI benefits 
increased by 3.4 per cent, reflecting an increase 
in regular benefits. Children’s benefits consist 
of the Canada Child Tax Benefit and the new 
Universal Child Care Benefit (UCCB), which 
began on July 1, 2006. Children’s benefits were 
up $0.2 billion, reflecting transfers under the 
new UCCB program. 


¢ Transfers to other levels of government, 
consisting of transfers in support of health and 
other social programs (Canada Health Transfer 
and Canada Social Transfer), fiscal transfers, 
transfers to provinces on behalf of Canada’s 
cities and communities, transfers for early 
learning and child care and Alternative 
Payments for Standing Programs, were up 
$0.2 billion, or 7.0 per cent. 


¢ Subsidies and other transfers decreased by 
0.6 per cent. Absent a $0.5-billion transfer 
related to the Softwood Lumber Agreement, 
subsidies and other transfers would have 
declined some 17 per cent. 


Other program expenses consist of transfers to 
Crown corporations and operating expenses for 
departments and agencies, including National 


Defence, and also reflect the ongoing assessment 
of the Government’s liabilities. These expenses 
decreased $0.6 billion, or 10.1 per cent, reflecting 
decreases across a number of departments. 


Public debt charges were up $0.2 billion due to an 
increase in the average effective interest rate on the 
stock of interest-bearing debt. 


April 2006 to January 2007 


In the first 10 months of the 2006-07 fiscal year, 
there was a budgetary surplus of $9.5 billion, up 
$0.5 billion from the $9.0-billion surplus reported 
for the same period of 2005—06. 


Budgetary revenues were up $8.6 billion, or 
4.8 per cent, to $187.6 billion. 


¢ Personal income tax revenues rose $6.6 billion, 
or 7.8 per cent, reflecting the interaction of solid 
growth in employment and wages and salaries 
with the progressivity of the personal income 
tax system. 


¢ Corporate income tax revenues were up 
$2.8 billion, or 12.4 per cent, reflecting 
ongoing gains in profitability in 2005 and 
2006, particularly in the energy sector. 


Revenues and expenses 
(April 2006 to January 2007) 
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¢ Other income tax revenues rose $0.8 billion, or Transfer payments, which account for about 
19.7 per cent, boosted by a one-time payment in two-thirds of total program expenses, increased 
November 2006 related to the disposition of by $5.2 billion, or 5.6 per cent. 
Canadian assets by a non-resident firm. * Transfers to persons grew 5.5 per cent. Elderly 

* Excise taxes and duties declined by $1.8 billion, benefits rose 4.8 per cent while EI benefits 
or 4.5 per cent, primarily due to a $2.5-billion declined by 2.8 per cent. The year-to-date 
drop in GST revenues, reflecting the impact decline in EI benefits is mainly attributable to 
of the July 1, 2006, GST rate reduction. This a decline in maternity and parental benefits, 
decline was partially offset by $0.5 billion in which have decreased due to the transfer to the 
one-time revenue from the charge on duty province of Quebec of the responsibility for 
deposit refunds under the Softwood Lumber delivering maternity and parental benefits in 
Agreement, which raised sales and excise tax that province, effective January 1, 2006. 
revenues by $0.5 billion, or 6.5 per cent. Children’s benefits increased by 20.6 per cent, 
Customs import duties rose $0.1 billion, or reflecting transfers under the new UCCB 
4.3 per cent, while revenues from the Air program, which began on July 1, 2006. 
Travellers Security Charge were up $16 million. * Transfers to other levels of government were 

¢ EI premium revenues declined by 4.8 per cent, up $2.3 billion, or 7.3 per cent, largely due to 
reflecting the declines in the premium rate in the impact of the 2004 agreement on health 
2006 and 2007, as well as the transfer to the care, as well as a $650-million transfer to 
province of Quebec of the responsibility for provinces and territories in July 2006 for early 
delivering maternity and parental benefits in learning and child care. 
that province along with the associated ¢ Subsidies and other transfers increased by 


premiums, effective January 1, 2006. $0.5 billion, or 2.9 per cent, reflecting an 


¢ Other revenues rose $0.9 billion, or 6.0 per cent. increase in agricultural assistance and transfers 


; under the Softwood Lumber Agreement. 
Program expenses in the April 2006 to January 


2007 period were $149.7 billion, up $7.8 billion, Othe ter rosranenDemses merge dae) Bich: 
5.2 per cent, due to an increase in the operating 


costs of departments and agencies as well as a 
one-time increase in September 2006 in the 
Government’s estimated pension liabilities. 


or 5.5 per cent, over the same period of 2005—06 
due to both higher transfers and increased 
operating costs of departments and agencies, 
including National Defence. Public debt charges 
increased by $0.3 billion. Public debt charges were up 1.2 per cent due 
mainly to an increase in the average effective 
interest rate on the stock of interest-bearing debt. 
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Financial source of $6.3 billion for 
April 2006 to January 2007 


The budgetary balance is presented on a full 
accrual basis of accounting, recording government 
assets and liabilities when they are receivable or 
incurred, regardless of when the cash is received or 
paid. In contrast, the financial source/requirement 
measures the difference between cash coming in to 
the Government and cash going out. This measure 
is affected not only by changes in the budgetary 
balance but also by the cash source/requirement 
resulting from the Government’s investing 
activities through its acquisition of capital assets 
and its loans, financial investments and advances, 
as well as from other activities, including payment 
of accounts payable and collection of accounts 
receivable, foreign exchange activities, and the 
amortization of its tangible capital assets. The 
difference between the budgetary balance and 
financial source/requirement is recorded in 
non-budgetary transactions. 


Non-budgetary transactions resulted in a 
requirement of $3.2 billion in the April 2006 to 
January 2007 period, reflecting payments made to 
provinces and international organizations pursuant 
to Bill C-48. This is down from a $4.9-billion 
requirement in the same period of 2005—06. The 
decrease in the requirement largely reflects the 
transfer of the Government’s holdings in the 
Canada Pension Plan to the Canada Pension Plan 
Investment Board in 2005—06. 


With a budgetary surplus of $9.5 billion and a 
requirement of $3.2 billion from non-budgetary 
transactions, there was a net financial source of 
$6.3 billion in the first 10 months of 2006-07 
compared to a net financial source of $4.1 billion 
in the same period of 2005-06. 


Net financing activities down $20.7 billion 


The Government used this net financial source 

of $6.3 billion and a reduction in its cash 

balances of $14.4 billion to reduce its market 

debt by $20.7 billion by the end of January 2007. 
This reduction in market debt is $2.2 billion higher 
than the $18.5-billion reduction during the same 
period last year, due to the larger financial source 
over the April 2006 to January 2007 period. The 
reduction in market debt was achieved largely 
through a reduction of treasury bills, marketable 
bonds and foreign currency borrowings. The 

level of cash balances varies from month to month 
based on a number of factors including periodic 
large debt maturities, which can be quite volatile 
on a monthly basis. Cash balances at the end of 
January stood at $3.6 billion. 
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Table | 
Summary statement of transactions 


January April to January 
2006 2007 2005—06 2006-07 


($ millions) 


Budgetary transactions 


Revenues 21,399 22,242 178,937 187,557 
Expenses 
Program expenses -17,185 -17,128 -141,913 -149,711 
Public debt charges -2,676 -2,835 -27,986 -28,312 
Budgetary balance (deficit/surplus) 1,538 2.219 9,038 9,534 
Non-budgetary transactions 23126 72 -4,929 -3,188 
Financial source/requirement 3,664 2,551 4,109 6,346 
Net change in financing activities -5,390 -2,838 -18,485 -20,725 
Net change in cash balances -1,726 -487 -14,376 -14,379 
Cash balance at end of period 2,780 3,578 


Note: Positive numbers indicate net source of funds. Negative numbers indicate net requirement for funds. 


Table 2 
Budgetary revenues 
January April to January 
2006 2007 Change 2005—06 2006-07 Change 
($ millions) (%) ($ millions) (%) 
Tax revenues 
Income taxes 
Personal income tax LOS TS 10,139 -2.3 83,872 90,435 7.8 
Corporate income tax 2,599 ses ML 120 225795 25,561 12.4 
Other income tax 696 822 1321 3,910 4,681 19.7 
Total income tax IB673 132872 [eS 1HO355 120,477 9.2 
Excise taxes and duties 
Goods and services tax 3,345 3,174 -5.1 28,502 26,05 1 -8.6 
Customs import duties 244 2a 13.5 2,836 2,957 43 
Sales and excise taxes gt 1,326 86.5 7,983 8,505 6.5 
Air Travellers Security Charge 22 ZA vg E) 200 295 Dad 
Total excise taxes and duties 4.322 4,804 12 39,600 37,808 -4.5 
Total tax revenues 17,995 18,676 3.8 149,955 158,285 5.6 
Employment insurance premiums (Rew sy 1,894 12.9 13,381 12,734 -4.8 
Other revenues Vi27 1,672 Ae 15,601 16,538 6.0 
Total budgetary revenues 21,399 22,242 3.9 17 $937 187557 4.8 


Note: Totals may not add due to rounding. 
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Table 3 
Budgetary expenses 


April to January 


2006 2007 Change 2005-06 2006-07 Change 
($ millions) (%) ($ millions) (%) 
Transfer payments 
Transfers to persons 
Elderly benefits 2,491 2,590 4.0 24,184 UB LeleS 4.8 
Employment insurance benefits o70 1,623 3.4 11,714 11,388 -2.8 
Children’s benefits 781 999 219 Teel 9303 20.6 
Total 4,842 ayy 7.6 43,609 46,026 DES 
Transfers to other levels of government 
Support for health and 
other social programs 
Canada Health Transfer 1,583 1,678 6.0 15,833 16,783 6.0 
Canada Social Transfer 685 708 3.4 6,854 7,083 o70 
Total 2,268 2,386 Se 22,687 23,866 ae 
Fiscal transfers 1,061 Hake) 7.4 LOS oF 11,123 5.0 
Canada’s cities and communities 14 0 -100.0 Suh 548 -4.7 
Early learning and child care 0 0 n/a 0 650 n/a 
Alternative Payments for 
Standing Programs -261 -227 08 -2,461 -2,508 Oe 
Total 3,082 3,298 10 31,398 33,079 es 
Subsidies and other transfers 
Agriculture and Agri-Food 871 556 -36.2 OS 2520). 16.9 
Foreign Affairs and International Trade 333 834 150.5 O37 2,410 24.4 
Health 207 231 11.6 i527 1,603 5.0 
Human Resources and 
Social Development 463 1o7, -57.5 1,608 1,383 -14.0 
Indian Affairs and 
Northern Development 367 376 255 3,986 3,929 -1.4 
Industry 158 147 -7.0 1,610 1,665 3.4 
Other 681 720 Sef; 4,123 3,956 -4.1 
Total 3,080 3,061 -0.6 low? 17,203 29 
Total transfer payments 11,004 Eo 522 Me) 96,908 5.6 
Other program expenses 
Crown corporation expenses 
Canadian Broadcasting Corporation 50 96 220) 1,028 1,042 1.4 
Canada Mortgage and 
Housing Corporation 171 205 joe) 1,707 1,715 OS 
Other 285 294 Sy! 2,761 2,872 4.0 
Total 506 95 17.6 5,496 5,629 2.4 
Defence 1,569 1,422 -9.4 123535 13,049 5.8 
All other departments and agencies 4,106 3,540 -13.8 32,399 34,125 a) 
Total other program expenses GS Spe -10.1 50,184 52,803 Dad 
Total program expenses Lees 17,128 -0.3 141,913 149,711 55 
Public debt charges 2,676 2553) 5.9 27,986 28,312 12 
Total budgetary expenses 19,861 195963 0.5 169,899 178,023 4.8 


Note: Totals may not add due to rounding. 
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Table 4 
The budgetary balance and financial source/requirement 
January April to January 
2006 2007 2005-06 2006-07 
($ millions) 
Budgetary balance (deficit/surplus) 1,538 2,279 9,038 9,534 
Non-budgetary transactions 
Capital investing activities -301 -177 -1,815 -1,749 
Other investing activities 359 -20 -2,028 -974 
Pension and other accounts 205 -156 -103 3,697 


Other activities 
Accounts payable, receivables, accruals 


and allowances 1,339 1,706 -6,129 -6,344 
Foreign exchange activities 284 -1,487 Dipl -282 
Amortization of tangible capital assets 240 206 2,549 2,464 
Total other activities 1,863 425 -983 -4,.162 

Total non-budgetary transactions 2126 NPP. -4,929 -3,188 
Net financial source/requirement 3,664 25351 4,109 6,346 


Note: Totals may not add due to rounding. 


Table 5 
Financial source/requirement and net financing activities 
January April to January 
2006 2007 2005-06 2006-07 
($ millions) 
Net financial source/requirement 3,664 pee TI 4,109 6,346 
Net increase (+)/decrease (-) in financing activities 
Unmatured debt transactions 
Canadian currency borrowings 
Marketable bonds D8) 2120 =J07 1 -2,968 
Treasury bills -5,100 -5,700 -5,200 -12,600 
Canada Savings Bonds -103 -74 -1,471 -1,951 
Other -18 0 -223 -1,160 
Total -5,000 -3,654 -14,665 -18,679 
Foreign currency borrowings -428 507 -3,559 -3,431 
Total -5,428 -3,147 -18,224 -22,110 
Cross-currency swap revaluation 0 96 -70 Daal 
Unamortized discounts on debt issues 43 219 -252 29 
Obligations related to capital leases -5 -6 61 -75 
Net change in financing activities -5,390 -2,838 -18,485 -20,725 
Change in cash balance ac -487 14,376 -14,379 


Note: Totals may not add due to rounding. 
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Table 6 
Condensed statement of assets and liabilities 
March 31, 2006 January 31, 2007 Change 
($ millions) 
Liabilities 
Accounts payable, accruals and allowances 101,432 94,860 -6,572 
Interest-bearing debt 
Unmatured debt 
Payable in Canadian dollars 
Marketable bonds 261,134 258,166 -2,968 
Treasury bills 131,597 118,997 -12,600 
Canada Savings Bonds 17,342 15,391 -1,951 
Other 3,102 1,942 -1,160 
Subtotal 413,175 394,496 -18,679 
Payable in foreign currencies 14,085 10,654 -3,431 
Cross-currency swap revaluation account -2,258 -827 1,431 
Unamortized discounts and premiums on market debt -6,780 -6,751 29 
Obligations related to capital leases IEW De Rye -75 
Total unmatured debt 421,149 400,424 -20,725 
Pension and other accounts 
Public sector pensions (37,062 133,986 2,924 
Other employee and veteran future benefits 43,369 44,719 i350 
Other pension and other accounts 5,493 4,916 -577 
Total pension and other accounts 179,924 183,621 3,697 
Total interest-bearing debt 601,073 584,015 -17,028 
Total liabilities 702,505 678,905 -23,600 
Financial assets 
Cash and accounts receivable 82,843 68,236 -14,607 
Foreign exchange accounts 40,827 41,109 282 
Loans, investments and advances (net of allowances) 41,889 42,863 974 
Total financial assets 165,559 152,208 -13,351 
Net debt 536,946 526,697 -10,249 
Non-financial assets 55,447 54,732 -715 
Federal debt (accumulated deficit) 481,499 471,965 -9,534 
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Highlights io 


February 2007: budgetary surplus of $4.6 billion 


There was a budgetary surplus of $4.6 billion in February 2007, up $0.6 billion from the $3.9-billion 
surplus in February 2006. Budgetary revenues rose $1.8 billion, or 8.6 per cent, due primarily to strong 
growth in corporate income tax revenues, partially offset by a decline in goods and services tax (GST) 
revenues resulting from the July 1, 2006, rate reduction. Program expenses increased by $1.2 billion, or 
8.3 per cent, reflecting an increase in transfer payments and departmental operating expenses. Public debt 
charges were virtually unchanged. 


April 2006 to February 2007: budgetary surplus of $9.2 billion, including the cost 
of Budget 2007 proposals 


The budgetary surplus is estimated at $14.1 billion for the first 11 months of the 2006-07 fiscal year, 
up from the $13.0-billion surplus posted in the same period of 2005—06. Budgetary revenues rose 
$10.4 billion, or 5.2 per cent, reflecting strong growth in income tax revenues. Program expenses were 
up $9.0 billion, or 5.7 per cent, due to both higher transfers and other program expenses. Public debt 
charges were up $0.3 billion. 


The results to date are broadly consistent with the Budget 2007 projection of a final surplus 
of $9.2 billion for 2006-07. 


¢ The monthly results through February do not reflect $4.9 billion in measures announced in Budget 
2007 and which will take effect in 2006-07, including the new child tax credit, the Canada ecoTrust for 
Clean Air and Climate Change, and the Patient Wait Times Guarantee Trust. The cost of these measures 
will be reflected in March and the end-of-year supplementary period. Deducting the cost of these 
measures from the $14.1-billion year-to-date surplus would yield a surplus of $9.2 billion. 


* The final outcome for 2006-07 will be determined by results in March and the end-of-year 
supplementary period. 


February 2007 revenues by an equal and offsetting amount, 


There was a budgetary surplus of $4.6 billion in 
February 2007, up from the $3.9-billion surplus 


with no net impact on the budgetary balance. 
The adjustment unwinds an understatement of 


in February 2006. ET premium revenues thus far in 2006-07 and a 

corresponding overstatement of personal income 

Budgetary revenues increased by $1.8 billion, tax revenues (both of which are withheld by 

or 8.6 per cent, to $22.8 billion. employers at source). 

* Personal income tax revenues rose $0.2 billion, * Corporate income tax revenues rose $1.2 billion, 
or 2.6 per cent. This reflects a one-time or 23.7 per cent, due in part to a large refund 
adjustment in February 2007 that raised paid in February 2006, which lowered net 
employment insurance (EI) premium revenues receipts in that month. Corporate income tax 
by $0.4 billion and lowered personal income tax revenues can be volatile on a monthly basis, 
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as large refunds or settlement payments may be 
recorded in any given month. In addition, 
assessments or reassessments, which can relate 
to activity that took place in prior years, can 
influence results in a given month. 


¢ Other income tax revenues—withholdings from 
non-residents—trose 12.2 per cent, reflecting 
ongoing strength in corporate profitability. 
Other income tax revenues can also be volatile 
on a monthly basis, as they are determined in 
large part by corporate dividend payments. 


¢ Excise taxes and duties were down $0.5 billion. 
GST revenues dropped by $0.7 billion, or 
24.6 per cent, reflecting the 1-percentage-point 
reduction in the GST rate effective July 1, 2006, 
and a number of large remittances made by 
companies in February 2006. The decline in 
GST revenues was partially offset by strong 
growth in customs import duties (up 
$0.1 billion, or 48.9 per cent). 


¢ EI premium revenues increased by $0.6 billion, 
largely due to the one-time $0.4-billion 
adjustment noted above. 


¢ Other revenues, consisting of net profits of 
enterprise Crown corporations, revenues of 
consolidated Crown corporations, proceeds from 
the sales of goods and services, return on 
investments and foreign exchange revenues, 
increased by $0.3 billion, or 17.6 per cent. 


Program expenses in February 2007 were 

$15.5 billion, up $1.2 billion or 8.3 per cent from 
February 2006, reflecting an increase in transfer 
payments and operating expenses of departments 
and agencies, including National Defence. 


Transfer payments increased by $0.8 billion, 
or 8.3 per cent. 


¢ Transfers to persons, consisting of elderly 
benefits, EI benefits and children’s benefits, 
rose $0.4 billion, or 7.9 per cent. Elderly 
benefits increased by 3.8 per cent. EI benefits 
increased by 4.9 per cent, reflecting an increase 
in regular benefits. Children’s benefits, which 
consist of the Canada Child Tax Benefit and the 
new Universal Child Care Benefit (UCCB), 
were up $0.2 billion, reflecting transfers under 
thes ECB) 


¢ Transfers to other levels of government, 
consisting of transfers in support of the Canada 
Health Transfer and Canada Social Transfer, 
fiscal transfers, transfers to provinces on behalf 
of Canada’s cities and communities, transfers 
for early learning and child care and Alternative 
Payments for Standing Programs, were up 
$0.3 billion, or 8.7 per cent. 


¢ Subsidies and other transfers increased by 
$0.1 billion, or 8.7 per cent, reflecting increases 
across a number of departments. 


Other program expenses consist of transfers to 
Crown corporations and operating expenses for 
departments and agencies, including National 
Defence, and also reflect the ongoing assessment 
of the Government’s liabilities. These expenses 
increased by $0.4 billion, or 8.1 per cent. 


Public debt charges decreased by $13 million, 
or 0.5 per cent. 


April 2006 to February 2007 


In the first 11 months of the 2006-07 fiscal year, 
there was a budgetary surplus of $14.1 billion, up 
$1.1 billion from the $13.0-billion surplus reported 
for the same period of 2005—06. 


Budgetary revenues were up $10.4 billion, 
or 5.2 per cent, to $210.4 billion. 


Revenues and expenses 
(April 2006 to February 2007) 


$ billions 


Revenues 
K Expenses 


El premiums 15.0 
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Personal 


: 99.1 
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58.2 
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Personal income tax revenues increased by 
$6.8 billion, or 7.3 per cent, reflecting solid 
growth in employment and wages and salaries 
combined with the progressive nature of the 
personal income tax system. 


Corporate income tax revenues rose $4.0 billion, 
or 14.5 per cent, reflecting gains in profitability 
in 2005 and 2006, particularly in the 

energy sector. 


Other income tax revenues rose $0.8 billion, or 
19.0 per cent, boosted by a one-time payment in 
November 2006 related to the disposition of 
Canadian assets by a non-resident firm. 


Excise taxes and duties declined by $2.3 billion, 
or 5.3 per cent, primarily due to a $3.1-billion 
drop in GST revenues, reflecting the impact of 
the July 1, 2006, GST rate reduction. This 
decline was partially offset by the one-time 
charge on duty deposit refunds under the 
Canada-United States Softwood Lumber 
Agreement, which raised sales and excise tax 
revenues by $0.5 billion in January and 
February. Sales and excise tax revenues were 
also boosted by the introduction of an export 
charge on softwood lumber exports to the U.S., 
effective October 12, 2006, consistent with the 
Agreement. Over the fiscal year as a whole, 
there will be no net budgetary impact from 
either the charge on duty deposit refunds or the 
export charge: revenues from the former are 
transferred to U.S. interests under the terms of 
the Agreement and revenues from the latter, net 
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of the costs of administering the Agreement, 
will be transferred to provincial governments. 
In total, sales and excise tax revenues rose 

$0.6 billion, or 6.8 per cent. Customs import 
duties were up $0.2 billion, or 7.7 per cent, 
while revenues from the Air Travellers Security 
Charge were up $10 million. 


* EI premium revenues declined by 0.6 per cent, 
reflecting the declines in the premium rate in 
2006 and 2007, as well as the transfer to the 
province of Quebec of the responsibility for 
delivering maternity and parental benefits in 
that province along with the associated 
premiums, effective January 1, 2006. 


¢ Other revenues rose $1.2 billion, or 7.0 per cent. 


Program expenses in the April 2006 to 

February 2007 period were $165.2 billion, up 
$9.0 billion, or 5.7 per cent, from the same period 
of 2005—06 due to both higher transfers and 
increased operating costs of departments and 
agencies, including National Defence. Public debt 
charges increased by $0.3 billion. 


Transfer payments, which account for about 
two-thirds of total program expenses, increased 
by $6.0 billion, or 5.9 per cent. 


¢ Transfers to persons grew by 5.8 per cent. 
Elderly benefits rose 4.7 per cent while EI 
benefits declined 2.0 per cent. The year-to-date 
decline in EI benefits is mainly attributable to 
a decline in maternity and parental benefits, 
which have decreased due to the transfer to the 
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province of Quebec of the responsibility for 
delivering maternity and parental benefits in 
that province, effective January 1, 2006. 
Children’s benefits increased by 21.2 per cent, 
reflecting transfers under the new UCCB 
program, which began in July 2006. 


¢ Transfers to other levels of government were up 
$2.5 billion, or 7.4 per cent, largely due to the 
impact of the 2004 agreement on health care, as 
well as a $650-million transfer to provinces and 
territories in July 2006 for early learning and 
child care. 


¢ Subsidies and other transfers increased by 
$0.6 billion, or 3.4 per cent, reflecting an 
increase in agricultural assistance and transfers 
to U.S. interests under the Canada-U.S. 
Softwood Lumber Agreement. 


Other program expenses increased by $3.0 billion, 
5.5 per cent, due to an increase in the operating 
costs of departments and agencies as well as a 
one-time increase in September 2006 in the 
Government’s estimated pension liabilities. 


Public debt charges were up 1.0 per cent, reflecting 
an increase in the average effective interest rate on 
the stock of interest-bearing debt. 


Financial source of $8.4 billion for 
April 2006 to February 2007 


The budgetary balance is presented on a full 
accrual basis of accounting, recording government 
assets and liabilities when they are receivable or 
incurred, regardless of when the cash is received or 
paid. In contrast, the financial source/requirement 
measures the difference between cash coming in to 
the Government and cash going out. This measure 
is affected not only by changes in the budgetary 
balance but also by the cash source/requirement 
resulting from the Government’s investing 


activities through its acquisition of capital assets 
and its loans, financial investments and advances, 
as well as from other activities, including payment 
of accounts payable and collection of accounts 
receivable, foreign exchange activities, and the 
amortization of its tangible capital assets. The 
difference between the budgetary balance and 
financial source/requirement is recorded in non- 
budgetary transactions. 


Non-budgetary transactions resulted in a 
requirement of $5.7 billion in the April 2006 to 
February 2007 period, reflecting payments made to 
provinces and international organizations pursuant 
to Bill C-48. This is down from a $7.1-billion 
requirement in the same period of 2005—06. The 
decrease in the requirement largely reflects the 
transfer of the Government’s holdings in the 
Canada Pension Plan to the Canada Pension Plan 
Investment Board in 2005—06. 


With a budgetary surplus of $14.1 billion and a 
requirement of $5.7 billion from non-budgetary 
transactions, there was a net financial source of 
$8.4 billion in the first 11 months of 2006-07 
compared to a net financial source of $5.9 billion 
in the same period of 2005—06. 


Net financing activities down $17.4 billion 


The Government used this net financial source 

of $8.4 billion and a reduction in its cash balances 
of $9.0 billion to reduce its market debt by 

$17.4 billion by the end of February 2007. The 
reduction in market debt was achieved largely 
through a reduction of treasury bills, marketable 
bonds and foreign currency borrowings. The level 
of cash balances varies from month to month based 
on a number of factors including periodic large 
debt maturities, which can be quite volatile on a 
monthly basis. Cash balances at the end of 
February stood at $8.9 billion. 
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Table 1 
Summary statement of transactions 


February April to February 
2006 2007 2005—06 2006-07 


($ millions) 


Budgetary transactions 


Revenues 20,999 22,806 199,936 210,363 
Expenses 
Program expenses -14,320 -15,502 -156,233 -165,213 
Public debt charges -2,731 -2,718 -30,717 -31,030 
Budgetary balance (deficit/surplus) 3,948 4,586 12,986 14,120 
Non-budgetary transactions -2,131 -2,526 -7,060 -5,714 
Financial source/requirement | eos! Eo 2,060 5,926 8,406 
Net change in financing activities -498 3,280 -18,983 -17,445 
Net change in cash balances 13.19 5,340 -13,057 -9,039 


4,099 8,920 


Table 2 
Budgetary revenues 
February April to February 
2006 2007 Change 2005-06 2006-07 Change 
($ millions) (%) ($ millions) (%) 
Tax revenues 
Income taxes 
Personal income tax 8,422 8,638 2.6 92,294 99,073 73 
Corporate income tax D220 6,466 23:5) 27,799 Ses27 14.5 
Other income tax 411 461 22 4,321 5,142 19.0 
Total income tax 14,059 15,565 Or 124,414 136,042 9.3 
Excise taxes and duties 
Goods and services tax 2,83) 2,134 -24.6 313333 28,185 -10.0 
Customs import duties Zo 355 48.9 3,073 55510) dey 
Sales and excise taxes 643 FOF 10.0 8,626 9.212 6.8 
Air Travellers Security Charge aM) 2) -16.2 316 326 a2 
Total excise taxes and duties 3,748 3279) -14.0 43,348 41,033 -5.3 
Total tax revenues 17,807 18,790 aD) 167,762 177,075 5.6 
Employment insurance premiums 1,710 2 2do Eva) 15,091 15,007 -0.6 
Other revenues 1,482 1,743 6 17,083 18,281 7.0 
Total budgetary revenues 20,999 22,806 8.6 199,936 210,363 D2 


Note: Totals may not add due to rounding. 
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Table 3 
Budgetary expenses 


February April to February 
2006 2007 Change 2005-06 2006-07 Change 
($ millions) (%) ($ millions) (%) 
Transfer payments 
Transfers to persons 
Elderly benefits 2,496 PS) 3.8 26,680 272926 4.7 
Employment insurance benefits 355 1,421 4.9 13,069 12,809 -2.0 
Children’s benefits 758 962 26.9 8,469 10,265 Zi 
Total 4,609 4,974 US 48,218 51,000 5.8 
Transfers to other levels of government 
Support for health and 
other social programs 
Canada Health Transfer 1,584 1,679 6.0 17,417 18,462 6.0 
Canada Social Transfer 686 709 3.4 7,540 7,792 Be, 
Total 2210 2,388 5.2 24,957 26,254 52 
Fiscal transfers 1,044 P26 7.9 11,641 12,249 oe 
Canada’s cities and communities 0 | n/a SS o79 0.7 
Early learning and child care 0 0 n/a 0 650 n/a 
Alternative Payments for 
Standing Programs -26] -226_ = lose -2,722 -2,1345 Oe 
Total 3,053 Span) 8.7 34,451 36,998 7.4 
Subsidies and other transfers 
Agriculture and Agri-Food 107 159 48.6 2,038 2,416 18.5 
Foreign Affairs and International Trade 247 289 170 2,184 2,699 23.6 
Health 106 131 2G 1,633 1,734 6.2 
Human Resources and 
Social Development 140 126 -10.0 1,748 1,509 -13.7 
Indian Affairs and 
Northern Development 21d 317 14.4 4,263 4,246 -0.4 
Industry 168 194 [5:5 1,778 1,859 4.6 
Other 581 Soe -5.0 4,704 4,508 -4.2 
Total 1,626 1,768 8.7 18,348 18,971 3.4 
Total transfer payments 9,288 10,061 8.3 101,017 106,969 a 
Other program expenses 
Crown corporation expenses 
Canadian Broadcasting Corporation 70 WO 2.9 1,098 eet LS 
Canada Mortgage and 
Housing Corporation 150 177. 18.0 LSS7 1,892 1.9 
Other eid 223 -28.3 3,072 32095 Oy! 
Total a1 472 -11.1 6,027 6,101 12 
Defence 13223 1,345 10.0 [3,557 14,394 6.2 
All other departments and agencies 3,278 3,624 10.6 BoLa 2 37,749 Be 
Total other program expenses 5,032 5,441 8.1 55,216 58,244 BS 
Total program expenses 14,320 15,502 8.3 1563233 [655213 By 
Public debt charges 2773) ZS -0.5 BUA 31,030 1.0 
Total budgetary expenses 17,051 18,220 6.9 186,950 196,243 5.0 


Note: Totals may not add due to rounding. 
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Table 4 
The budgetary balance and financial source/requirement 
February April to February 
2006 2007 2005—06 2006-07 
($ millions) 
Budgetary balance (deficit/surplus) 3,948 4,586 12,986 14,120 
Non-budgetary transactions 
Capital investing activities -293 -447 -2,108 -2,196 
Other investing activities -627 -2 -2,655 -976 
Pension and other accounts -260 612 -363 4,309 
Other activities 
Accounts payable, receivables, accruals 
and allowances -1,164 -2,996 -7,293 -9,340 
Foreign exchange activities 14 -22 2,611 -304 
Amortization of tangible capital assets 199 329 2,748 2,193 
Total other activities -951 -2,689 -1,934 -6,851 
Total non-budgetary transactions -2,131 -2,526 -7,060 -5,714 
Net financial source/requirement LES 2,060 5,926 8,406 
Note: Totals may not add due to rounding. 
Table 5 
Financial source/requirement and net financing activities 
February April to February 
2006 2007 2005-06 2006-07 
($ millions) 
Net financial source/requirement 1,817 2,060 5,926 8,406 
Net increase (+)/decrease (-) in financing activities 
Unmatured debt transactions 
Canadian currency borrowings 
Marketable bonds 2,245 -1,253 -5,526 -4,221 
Treasury bills -2,100 5,000 -7,300 -7,600 
Canada Savings Bonds -138 -132 -1,609 -2,083 
Other 0 -13 -223 S173 
Total a 3,602 -14,658 -15,077 
Foreign currency borrowings -361 -287 -3,920 -3,718 
Total -354 3,315 -18,578 -18,795 
Cross-currency swap revaluation -| 43 -71 1,474 
Unamortized discounts on debt issues -147 -75 -399 -46 
Obligations related to capital leases 4 <6 65 -78 
Net change in financing activities -498 3,280 -18,983 -17,445 
Change in cash balance ion? 5,340 ele Uy =9,039 


Note: Totals may not add due to rounding. 
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Table 6 
Condensed statement of assets and liabilities 
March 31, 2006 — February 28, 2007 Change 
($ millions) 
Liabilities 
Accounts payable, accruals and allowances 101,432 98,049 -3,383 


Interest-bearing debt 
Unmatured debt 
Payable in Canadian dollars 


Marketable bonds 261,134 256,913 -4,221 
Treasury bills [31597 123,997, -7,600 
Canada Savings Bonds 17,342 15,259 -2,083 
Other 3,102 1,929 -1,173 
Subtotal 413,175 398,098 -15,077 
Payable in foreign currencies 14,085 10,367 -3,718 
Cross-currency swap revaluation account -2,258 -784 1,474 
Unamortized discounts and premiums on market debt -6,780 -6,826 -46 
Obligations related to capital leases Zoo 2,849 -78 
Total unmatured debt 421,149 403,704 -17,445 
Pension and other accounts 

Public sector pensions 131,062 134,193 3,I31 
Other employee and veteran future benefits 43,369 44,854 1,485 
Other pension and other accounts 5,493 5,186 -307 
Total pension and other accounts 179,924 184,233 4,309 
Total interest-bearing debt 601,073 587,937 -13,136 
Total liabilities 702,505 685,986 -16,519 

Financial assets 
Cash and accounts receivable 82,843 79,761 -3,082 
Foreign exchange accounts 40,827 41,131 304 
Loans, investments and advances (net of allowances) 41,889 42,865 976 
Total financial assets 165,559 163757 -1,802 
Net debt 536,946 322,229 -14,717 
Non-financial assets 55,447 54,850 -597 
Federal debt (accumulated deficit) 481,499 467,379 -14,120 


For additional copies or subscription inquiries, please contact the Distribution Centre at 613-995-2855. 
For other inquiries about this publication, contact Chris Forbes at 613-995-6391. 

Also available on the Internet (including advance tentative release dates) at www.fin.gc.ca. 

Ce document est également offert en francais. 

April 2007 


Government 


Highlights 


March 2007: budgetary deficit of $0.4 billion 


reported in March 2006. Budgetary revenues rose $0.5 billion, or 2.7 per cent, as strong growl 
corporate income tax revenues was partially offset by declines in personal income tax revenues and 
goods and services tax (GST) revenues. The drop in personal income tax revenues was due to the 
accrual of the costs of measures announced in Budget 2007. The drop in GST revenues resulted 
from the July 1, 2006, rate reduction. Program expenses increased by $0.2 billion, or 0.9 per cent, 
reflecting an increase in departmental operating expenses. Public debt charges decreased by 

$0.2 billion. 


April 2006 to March 2007: budgetary surplus of $9.7 billion, 
after deducting the cost of budget measures 


For the April 2006 to March 2007 period, the budgetary surplus is estimated at $13.7 billion, up from 
the $12.0-billion surplus posted in the same period of 2005-06. Budgetary revenues rose $11.0 billion, or 
5.0 per cent, reflecting strong growth in income tax revenues. Program expenses were up $9.2 billion, 
or 5.2 per cent, due to both higher transfers and other program expenses. Public debt charges were 

up $0.1 billion. 


The April 2006 to March 2007 monthly results are not the final results for the year as a whole. 

They do not yet reflect $4.0 billion in spending for 2006—07 announced in Budget 2007, including 
the Clean Air and Climate Change Trust Fund and the Patient Wait Times Guarantee Trust. The cost 
of these measures will be reflected in the supplementary period. Deducting the cost of these measures 
brings the April 2006 to March 2007 surplus to $9.7 billion, $500 million higher than the $9.2-billion 
surplus projected in Budget 2007. However, the year-to-date results do not yet reflect the regular 
end-of-year accrual adjustments, which include final tax accrual adjustments as well as estimates 

of the cost of liabilities incurred during the fiscal year but for which no payment has yet been made. 


A discussion of the March results and the budget forecast for 2006-07 is provided later in 
this document. 


March 2007 ¢ Personal income tax revenues declined by 
There was a budgetary deficit of $0.4 billion $0.3 billion or 3.4 per cent. The decline was 
in March 2007, compared to a deficit of due to the accrual of $0.6 billion for the cost 
Rie yiliontin March 2006. of Budget 2007 measures pertaining to the 
first three months of 2007, notably the 
Budgetary revenues increased by $0.5 billion, Working Income Tax Benefit, the child tax 
or 2.7 per cent, to $20.7 billion. credit and increases to the spousal and other 


amounts, all of which are retroactive to 
January 1, 2007. 
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Corporate income tax revenues rose 

$0.6 billion, or 14.0 per cent. Corporate 
income tax revenues can be volatile on a 
monthly basis, as large refunds or settlement 
payments may be recorded in any given 
month. In addition, assessments or 
reassessments, which can relate to activity 
that took place in prior years, can influence 
results in a given month. 


Other income tax revenues—withholdings 
from non-residents—were down 2.0 per cent. 


Excise taxes and duties were down 

$0.3 billion. GST revenues declined by 

$0.2 billion, or 11.2 per cent, largely reflecting 
the 1-percentage-point reduction in the GST 
rate effective July 1, 2006. Customs import 
duties were down $41 million, sales and 
excise tax revenues declined by $44 million, 
and revenues from the Air Travellers Security 
Charge were $5 million lower. 


Employment insurance (EI) premium 
revenues increased by $0.1 billion, or 8.6 per 
cent, reflecting improvements in employment 
and wages and salaries, which more than 
offset the decline in the premium rate from 
$1.87 to $1.80 per $100 of insurable earnings, 
effective January 1, 2007. 


Other revenues, consisting of net profits 

of enterprise Crown corporations, revenues 
of consolidated Crown corporations, proceeds 
from the sales of goods and services, 

return on investments and foreign exchange 
revenues, increased by $0.4 billion. This 
revenue stream is volatile on a monthly basis, 
due in part to variations in the timing of large 
transactions from year to year. 


Transfer payments decreased by $48 million, 
or 0.4 per cent. 


¢ Transfers to persons, consisting of elderly 
benefits, EI benefits and children’s benefits, 
rose $0.3 billion, or 6.4 per cent. Elderly 
benefits increased 3.7 per cent. EI benefits 
were virtually unchanged. Children’s benefits, 
which consist of the Canada Child Tax 
Benefit and the new Universal Child Care 
Benefit (UCCB), were up $0.2 billion, 
reflecting transfers under the UCCB. 


¢ Transfers to other levels of government, 
consisting of transfers in support of the 
Canada Health Transfer and Canada Social 
Transfer, fiscal transfers, transfers to 
provinces on behalf of Canada’s cities and 
communities, transfers for early learning 
and child care and Alternative Payments for 
Standing Programs, were down $0.3 billion, 
or 11.2 per cent. The decline reflects the low 
level of recoveries under Alternative Payments 
for Standing Programs recorded in 
March 2006. 
¢ Subsidies and other transfers were unchanged. 
Other program expenses consist of transfers to 
Crown corporations and operating expenses for 
departments and agencies, including National 
Defence, and also reflect the ongoing assessment 
of the Government’s liabilities. These expenses 
increased by $0.2 billion, or 3.3 per cent. 


Public debt charges decreased by $0.2 billion, 
or 6.5 per cent. 


Revenues and expenses 


Program expenses in March 2007 were 

$18.3 billion, up $0.2 billion, or 0.9 per cent, 
from March 2006, reflecting an increase in 
operating expenses of departments and 
agencies, partially offset by a decrease in 
transfer payments. 


(April 2006 to March 2007) 
$ billions 


Revenues 
Expenses 


Elpremiums 168; = 
OOO Subsidies and 


>| 22.8 
other transfers 


Other revenues 26.1 | 


33. Public 


Corporate 36 4 debt charges 


income taxes 


30.7 Transfers to other 
Excise taxes “ levels of gov’t 


and duties 
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Personal 
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April 2006 to March 2007 


For the April 2006 to March 2007 period, 
there was a budgetary surplus of $13.7 billion, 
up $1.7 billion from the $12.0-billion surplus 
reported for the same period of 2005-06. 


Budgetary revenues rose $11.0 billion, 
or 5.0 percent, to $231.0 billion. 


¢ Personal income tax revenues increased by 
$6.5 billion, or 6.4 per cent. This reflected 
solid growth in employment and wages and 
salaries combined with the progressive nature 
of the personal income tax system. These 
factors pushing up revenues were partially 
offset by tax relief measures announced in 
Budget 2007 and the October 31, 2006, 
Tax Fairness Plan. 


* Corporate income tax revenues rose 
$4.6 billion, or 14.4 per cent, reflecting 
ongoing strength in profitability in 2005 
and 2006. 

¢ Other income tax revenues rose $0.8 billion, 
or 17.4 per cent, boosted by a one-time 
payment in November 2006 related to 
the disposition of Canadian assets by 
a non-resident firm. 


¢ Excise taxes and duties declined by 
$2.6 billion, or 5.6 per cent, driven by a 
$3.3-billion drop in GST revenues, reflecting 
the impact of the July 1, 2006, GST rate 
reduction. This decline was partially offset by 
the one-time charge on duty deposit refunds 
under the Canada-United States Softwood 


Budgetary balance 

$ billions % of GDP 
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Sources: Department of Finance and Statistics Canada. 


Lumber Agreement, which raised sales and 
excise tax revenues by $0.5 billion in January 
and February. Sales and excise tax revenues 
were also boosted by the introduction of 

an export charge on softwood lumber 

exports to the U.S., effective October 12, 2006, 
consistent with the Agreement. Over the 
fiscal year as a whole, there will be no net 
budgetary impact from either the charge on 
duty deposit refunds or the export charge: 
revenues from the former are transferred 

to U.S. interests under the terms of the 
Agreement and revenues from the latter, net 
of the costs of administering the Agreement, 
will be transferred to provincial governments. 
In total, sales and excise tax revenues rose 
$0.5 billion, or 5.8 per cent. Customs import 
duties were up $0.2 billion, or 5.7 per cent, 
while revenues from the Air Travellers 
Security Charge were up $5 million. 


EI premium revenues increased by 0.4 per 
cent, reflecting improvements in employment 
and wages and salaries during the year, which 
more than offset the declines in the premium 
rate in 2006 and 2007, as well as the impact 
of the transfer to the province of Quebec of 
the responsibility for delivering maternity 
and parental benefits in that province along 
with the associated premiums, effective 
January 1, 2006. 


Other revenues rose $1.6 billion, 
or 8.6 per cent. 


Federal debt 
(accumulated deficit) 
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Program expenses in the April 2006 to 

March 2007 period were $183.5 billion, up 
$9.2 billion, or 5.2 per cent, from the same 
period of 2005—06, due to both higher transfers 
and increased operating costs of departments 
and agencies, including National Defence. 
Public debt charges increased by $0.1 billion. 


Transfer payments, which account for about 
two-thirds of total program expenses, increased 
by $5.9 billion, or 5.2 per cent. 


¢ Transfers to persons grew by 5.8 per cent. 
Elderly benefits rose 4.6 per cent while 
EI benefits declined by 1.9 per cent. The 
year-to-date decline in EI benefits is mainly 
attributable to a decline in maternity and 
parental benefits, due to the transfer to the 
province of Quebec of the responsibility for 
delivering maternity and parental benefits 
in that province, effective January 1, 2006. 
Children’s benefits increased by 21.7 per cent, 
reflecting transfers under the new UCCB 
program, which began in July 2006. 


¢ Transfers to other levels of government were 
up $2.2 billion, or 5.9 per cent, largely due to 
the impact of the 2004 agreement on health 
care, aS well as a $650-million transfer to 
provinces and territories in July 2006 for 
early learning and child care. 


¢ Subsidies and other transfers increased 
by $0.6 billion, or 2.8 per cent, largely 
reflecting transfers to U.S. interests under the 
Canada-U.S. Softwood Lumber Agreement. 


Other program expenses increased by 
$3.2 billion, or 5.2 per cent, due to an increase 


in the operating costs of departments and agencies. 


Public debt charges were up 0.4 per cent, 
reflecting an increase in the average effective 


interest rate on the stock of interest-bearing debt. 


Financial source of $10.6 billion 
for April 2006 to March 2007 


The budgetary balance is presented on a 

full accrual basis of accounting, recording 
government assets and liabilities when they are 
receivable or incurred, regardless of when the 
cash 1s received or paid. In contrast, the financial 
source/requirement measures the difference 
between cash coming in to the Government and 
cash going out. This measure is affected not only 
by changes in the budgetary balance but also by 
the cash source/requirement resulting from the 
Government’s investing activities through its 
acquisition of capital assets and its loans, 
financial investments and advances, as well 

as from other activities, including payment 

of accounts payable and collection of accounts 
receivable, foreign exchange activities, and 

the amortization of its tangible capital assets. 
The difference between the budgetary balance 
and financial source/requirement is recorded 

in non-budgetary transactions. 


With a budgetary surplus of $13.7 billion and 

a requirement of $3.1 billion from non-budgetary 
transactions, there was a net financial source of 
$10.6 billion in the April 2006 to March 2007 
period, compared to a net financial source of 
$7.2 billion in the same period of 2005-06. 


Net financing activities down $7.4 billion 


The Government used this net financial source 
of $10.6 billion to increase its cash balances 
by $3.3 billion and reduce its market debt by 
$7.4 billion by the end of March 2007. The 
reduction in market debt was achieved largely 
through a reduction of marketable bonds and 
foreign currency borrowings. The level of cash 
balances varies from month to month based on 
a number of factors including periodic large 
debt maturities, which can be quite volatile on 
a monthly basis. Cash balances at the end of 
March stood at $21.2 billion. 
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Quarterly update of the fiscal outlook for 2006—07 


The monthly results for the 12-month period ended March 2007 are generally consistent with the 
forecast presented in the 2007 budget, which was prepared based on monthly financial information 
through January 2007. 


¢ Through the end of March 2007, revenues are somewhat lower than projected in the budget. 
Public debt charges and program expenses are also lower. However, program expenses to date do 
not reflect $4.0 billion in spending pertaining to 2006-07 announced in Budget 2007, including 
the Clean Air and Climate Change Trust Fund and the Patient Wait Times Guarantee Trust. The 
cost of these measures will be reflected in the supplementary period. Adjusting for the cost of these 
measures brings the April 2006 to March 2007 surplus to $9.7 billion. This is $500 million higher 
than the $9.2-billion surplus projected in Budget 2007. 


Significantly, the year-to-date results do not reflect a number of other important adjustments to 
revenues and expenses that will be made once further information becomes available. 


The monthly estimates of personal income taxes are based on source deductions with estimates 

of tax accruals. The final accruals will reflect assessments of tax returns for 2006 now underway 

at the Canada Revenue Agency. The final personal income tax outcome can vary significantly from 
the monthly estimates due to factors such as the magnitude of registered retirement savings plan 


contributions and variations in capital gains and losses reported at tax filing. 


Similarly, while the monthly results attempt to reflect the most up-to-date information on the 
Government’s legal and environmental liabilities, provisions for guarantees, and allowances for 
valuation of loans, investments and advances, changes to estimated assets and liabilities are made 
up to the time that the financial statements are closed, normally in late August. 


Financial results through March 2007 
and the Budget 2007 projected outcome for 2006—07 


Budget 2007 
Projected Outcome April 2006 to 
for 2006-07 March 2007 Difference 


($ billions) 
Revenues 2325 231.0 =13 


Expenses 
Program expenses 189.0 [S355 -5.5 
Public debt charges 34.1 33.8 -0.3 


Budgetary balance (deficit/surplus) IB ey 4.5 
less Budget 2007 measures not in year-to-date results: -4.0 


Budgetary balance including Budget 
2007 measures (deficit/surplus) ; oF) 
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Table 1 
Summary statement of transactions 


March April to March 


2006 2007 2005—06 2006-07 


($ millions) 


Budgetary transactions 


Revenues 20,131 20,673 220,067 231,036 
Expenses 
Program expenses -18,137 -18,307 -174,370 -183,520 
Public debt charges -3,005 -2,811 -33,722 -33,841 
Budgetary balance (deficit/surplus) -1,011 -445 POS 13,675 
Non-budgetary transactions 2,238 2,652 -4,822 -3,062 
Financial source/requirement 1,227 2,207 153 10,613 
Net change in financing activities 12,652 10,084 -6,331 -7,361 
Net change in cash balances 13,879 12,291 822 3.252 
Cash balance at end of period 17982 21216 


Note: Positive numbers indicate net source of funds. Negative numbers indicate net requirement for funds. 


Table 2 
Budgetary revenues 
March April to March 
2006 2007 Change 2005—06 2006-07 Change 
($ millions) (%) ($ millions) (%) 
Tax revenues 
Income taxes 
Personal income tax 9,338 9,020 -3.4 101,632 108,093 6.4 
Corporate income tax 4,043 4,607 14.0 31,842 36,434 14.4 
Other income tax 350 343 -2.0 4,671 5,485 17.4 
Total income tax 13 73 | 13,970 1.7 138,145 150,012 8.6 
Excise taxes and duties 
Goods and services tax 1,694 1,505 -11.2 Bo.02) 29,690 -10.1 
Customs import duties 336 295 -12.2 3,409 3,605 Bil 
Sales and excise taxes 764 720 -5.8 9,390 9,932 5.8 
Air Travellers Security Charge 35 30 -14.3 351 356 1.4 
Total excise taxes and duties 2,829 25550 -9.9 46,177 43,583 -5.6 
Total tax revenues 16,560 16,520 -0.2 184,322 193,595 5.0 
Employment insurance premiums 1657 1,800 8.6 16,748 16,807 0.4 
Other revenues 1,914 DSS 22.9 18,997 20,634 8.6 
Total budgetary revenues 20,131 20,673 Dal 220,067 231,036 5.0 


Note: Totals may not add due to rounding. 
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Table 3 
Budgetary expenses 


April to March 
2006 2007 Change 2005-06 2006-07 Change 
($ millions) (%) ($ millions) (%) 
Transfer payments 
Transfers to persons 
Elderly benefits Dips) 2,604 3.7 29,192 30,530 4.6 
Employment insurance benefits 1,283 1,274 -0.7 14,352 14,083 -1.9 
Children’s benefits 809 1,022 26.3 9.278 11,287 TAG 
Total 4,604 4,900 6.4 2822 55,900 5.8 
Transfers to other levels of government 
Support for health and 
other social programs 
Canada Health Transfer 1,583 1,678 6.0 19,000 20,140 6.0 
Canada Social Transfer 685 708 3.4 ye) 8,500 55 
Total 2,268 2,386 D2 DiS 28,640 ays 
Fiscal transfers 796 761 -4.4 12,437 13,010 4.6 
Canada’s cities and communities 5 11 120.0 580 590 ay, 
Early learning and child care 0 0 n/a 0 650 n/a 
Alternative Payments for 
Standing Programs et Ue n4a n/a -2,732 coed G3) 
Total 3,059 Pas) mlde2 37,510 59.713 Bye 
Subsidies and other transfers 
Agriculture and Agri-Food 620 596 -3.9 2,658 3,012 13.3 
Foreign Affairs and International Trade 889 ESOS: 24.3 3,073 3,804 23:8 
Health 287 250 -12.2 1,920 1,986 3.4 
Human Resources and 
Social Development 160 224 40.0 1,908 1,733 -9.2 
Indian Affairs and 
Northern Development 544 482 -11.4 4,807 4,728 -1.6 
Industry 205 128 -37.6 1,983 1,987 02 
Other 1,146 1,064 -7.2 5,850 Bros -4.8 
Total 3,851 3,851 0.0 227199 22,822 2.8 
Total transfer payments 11,514 11,466 -0.4 1125531 118,435 512. 
Other program expenses 
Crown corporation expenses 
Canadian Broadcasting Corporation 0 0 n/a 1,098 1,114 kes 
Canada Mortgage and 
Housing Corporation 176 181 2.8 2033 2,073 2.0 
Other 665) 285 -14.4 3,405 3,380 -0.7 
Total 509 466 -8.4 6,536 6,567 0.5 
Defence 1,633 1,456 -10.8 15,190 15,850 4.3 
All other departments and agencies 4,481 4,919 9.8 40,113 42,668 6.4 
Total other program expenses 6,623 6,841 333 61,839 65,085 5-2 
Total program expenses 18,137 18,307 0.9 174,370 183,520 ai) 
Public debt charges 3,005 Powe -6.5 CRT ee: 33,841 0.4 
Total budgetary expenses 21,142 21,118 -0.1 208,092 217,361 4.5 


Note: Totals may not add due to rounding. 
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Table 4 
The budgetary balance and financial source/requirement 
March April to March 
2006 2007 2005-06 2006-07 
($ millions) 
Budgetary balance (deficit/surplus) =1,011 -445 L975 13675 
Non-budgetary transactions 
Capital investing activities -675 -766 -2,783 -2,962 
Other investing activities -265 -169 -2,920 -1,145 
Pension and other accounts 534 376 Vt 4,684 
Other activities 
Accounts payable, receivables, accruals 
and allowances 3,989 6,103 -3,304 -3,236 
Foreign exchange activities -1,566 -3,048 1,045 =e OZ 
Amortization of tangible capital assets PE 156 2,969 2,949 
Total other activities 2,644 S211 710 -3,639 
Total non-budgetary transactions 2,238 2,092 -4,822 -3,062 
Net financial source/requirement TOD 2,207 felos 10,613 
Note: Totals may not add due to rounding. 
Table 5 
Financial source/requirement and net financing activities 
March April to March 
2006 2007 2005—06 2006-07 
($ millions) 
Net financial source/requirement 227 2,207 7,153 10,613 
Net increase (+)/decrease (-) in financing activities 
Unmatured debt transactions 
Canadian currency borrowings 
Marketable bonds 674 308 -4,852 -3,913 
Treasury bills 11,700 10,100 4,400 2,500 
Canada Savings Bonds -123 -176 = 32 25209 
Other -67 -187 -290 -1,360 
Total 12,184 10,045 -2,474 -5,032 
Foreign currency borrowings 1,718 6 -2,202 -3,712 
Total 13,902 10,051 -4,676 -8,744 
Cross-currency swap revaluation -1,265 -306 -1,336 1,168 
Unamortized discounts on debt issues 30 167 -369 12a 
Obligations related to capital leases -15 V2 50 94 
Net change in financing activities 12,652 10,084 -6,331 -7,361 
Change in cash balance snows) 12291 822 3250 


Note: Totals may not add due to rounding. 
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Table 6 
Condensed statement of assets and liabilities 
March 31, 2006 March 31, 2007 Change 
($ millions) 
Liabilities 
Accounts payable, accruals and allowances 101,432 98,729 -2,703 


Interest-bearing debt 
Unmatured debt 
Payable in Canadian dollars 


Marketable bonds 261,134 DST 2 -3,913 
Treasury bills 131,597 134,097 2,500 
Canada Savings Bonds 17,342 15,083 -2,259 
Other 3.102 1,742 -1,360 
Subtotal ALAS 408,143 -5,032 
Payable in foreign currencies 14,085 103373 =3,/ 12 
Cross-currency swap revaluation account -2,258 -1,090 1,168 
Unamortized discounts and premiums on market debt -6,780 -6,659 121 
Obligations related to capital leases DOF). 3,021 94 
Total unmatured debt 421,149 413,788 -7,361 
Pension and other accounts 

Public sector pensions 131,062 134,446 3,384 
Other employee and veteran future benefits 43,369 44.989 1,620 
Other pension and other accounts 5,493 Sl -320 
Total pension and other accounts 179,924 184,608 4,684 
Total interest-bearing debt 601,073 598,396 -2,677 
Total liabilities 702,505 697,125 -5,380 

Financial assets 
Cash and accounts receivable 82,843 86,628 3,785 
Foreign exchange accounts 40,827 44,179 Seine 
Loans, investments and advances (net of allowances) 41,889 43,034 L145 
Total financial assets 1OS:d99 173,841 8,282 
Net debt 536,946 523,284 -13,662 
Non-financial assets 55,447 55,460 13 


Federal debt (accumulated deficit) 481,499 467,824 -13,675 
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Highlights 


April 2007: budgetary surplus of $2.7 billion 


There was a budgetary surplus of $2.7 billion in April 2007, up $0.1 billion from the $2.6-billion 
surplus in April 2006. Budgetary revenues rose $2.0 billion, or 10.6 per cent, driven in large part 
by a $1.0 billion, or 44.6 per cent, increase in corporate income tax revenues. Personal income 
tax revenues and other income tax revenues were also up, while goods and services tax 

(GST revenues) declined due to the July 1, 2006 rate reduction. Program expenses increased 
$1.7 billion, or 12.3 per cent, reflecting an increase in transfer payments and departmental 
operating expenses. Public debt charges were up $0.3 billion, due to an increase in the average 
effective interest rate on the stock of interest-bearing debt. 


May 2007: budgetary surplus of $0.8 billion 


There was a budgetary surplus of $0.8 billion in May 2007, down from the $1.0-billion surplus 
recorded in May 2006. Budgetary revenues were up $0.4 billion, or 2.2 per cent. All revenue 
streams, with the exception of GST, were higher. Program expenses were up $0.6 billion, or 
4.3 per cent, while public debt charges were virtually unchanged. 


April and May 2007: budgetary surplus of $3.5 billion 


For the first two months of the 2007-08 fiscal year (April and May), the budgetary surplus is 
estimated at $3.5 billion, down marginally from the $3.6 billion surplus reported in the same 
period last year. Revenues increased $2.4 billion, or 6.5 per cent, due in large part to strength in 
corporate income tax revenues. Program expenses were up $2.3 billion, or 8.2 per cent, reflecting 
higher transfers and other program expenses. Public debt charges rose $0.3 billion. 


The results for the first two months of the fiscal year are not indicative of the outcome for the 
year as a whole. For example, the year-to-date results do not include the spending measures 
pertaining to 2007—08 that were announced in Budget 2007 but for which legislative authority 
had not been received by the end of May, including significant increases in funding for 
Equalization and the Canada Social Transfer. These measures will be reflected in the coming 
months. In addition, financial results can be volatile on a monthly basis due to variations in the 
timing of significant payments or receipts. 


A quarterly update of the 2007-08 budgetary surplus projection will be provigssmn the 
June Fiscal Monitor, which will be published in late August. ag ~~ 
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April and May 2007 budgetary results 


Through the first two months of the 2007—08 
fiscal year, there was a budgetary surplus 

of $3.5 billion, down $0.1 billion from the 
$3.6-billion surplus reported during the 
same period of 2006—07. 


On a year-over-year basis, budgetary revenues 
increased by $2.4 billion, or 6.5 per cent, to 
$39.7 billion, primarily reflecting strong gains 
in corporate income tax revenues. 


¢ Personal income tax receipts rose 
$0.8 billion, or 4.6 per cent, through April 
and May, driven by higher source 
deductions which are consistent with 
the gains in employment and wages and 
salaries over the period. 


* Corporate income tax revenues were up 
$1.4 billion, or 27.0 per cent, reflecting 
gains in profitability in 2006, and the 
ongoing strength in corporate profits this 
year. However, corporate income tax 
revenues can be volatile on a month-to- 
month basis as corporate year-ends are 
spread unevenly over the fiscal year, such 
that large refunds or settlement payments 
may be recorded in any given month. In 
addition, assessments or reassessments, 
which can relate to activity that took place 
in prior years, can influence results in a 
given month. 


¢ Other income tax receipts—withholdings 
from non-residents—rose 19.1 per cent 
relative to the same period last year, also 
reflecting the ongoing strength in corporate 
profitability. Other income tax revenues also 
can be volatile on a monthly basis, as they 
are determined in large part by corporate 
dividend payments. 


¢ Excise taxes and duties were down 
$0.7 billion, or 9.0 per cent, due to the 
$0.8 billion decline in GST revenues which 
reflected the 1-percentage-point reduction in 
the GST rate effective July 1, 2006. Sales 
and excise taxes increased $13 million. 


Customs import duties rose $102 million, 
and the Air Travellers Security Charge was 
up $3 million over the period. 


¢ Employment insurance (EI) premium 
revenues increased by $0.2 billion, or 
6.7 per cent, through April and May, 
reflecting improvements in employment and 
wages and salaries, which more than offset 
the decline in the premium rate from $1.87 
to $1.80 per $100 of insurable earnings, 
effective January 1, 2007. 


¢ Other revenues, consisting of net profits of 
enterprise Crown corporations, revenues of 
consolidated Crown corporations, sales of 
goods and services, return on investments, 
and foreign exchange revenues, increased by 
$0.5 billion. This revenue stream is volatile 
on a monthly basis, due in part to variations 
in the timing of large transactions from year 
to year. 


Program expenses in the April to May 2007 
period were $30.3 billion, up $2.3 billion, or 
8.2 per cent, from the prior year, reflecting an 
increase in transfer payments and operating 
expenses of departments and agencies. 


Revenues and expenses 
(April to May 2007) 


$ billions 


El premiums. 3.4 


Expenses 


Subsidies and 
other transfers 


Public 
debt charges 


Other revenues 41 


Corporate 67 
income taxes : 


: Transfers to other 
Excise taxes levels of gov't 


and duties 


9.7 Transfers 
to persons 


Personal 
: 18.5 
income taxes 


Other program 


10.3 
expenses 


The Fiscal Monitor 


Transfer payments increased $1.2 billion, or 
6.4 per cent. 


¢ Major transfers to persons, consisting of 
elderly benefits, EI benefits and children’s 
benefits, rose $0.8 billion, or 8.8 per cent, 
on a year-over-year basis. Elderly benefits 
increased 4.3 per cent and EI benefit 
payments increased 6.5 per cent. Children’s 
benefits, which consist of the Canada Child 
Tax Benefit and the new Universal Child 
Care Benefit (UCCB), were up $0.4 billion 
compared to one year ago, reflecting 
transfers under the UCCB which began in 
July 2006. 


¢ Major transfers to other levels of 
government, consisting of transfers in 
support of the Canada Health Transfer and 
Canada Social Transfer, fiscal transfers, 
transfers to provinces on behalf of Canada’s 
cities and communities, and Alternative 
Payments for Standing Programs, were up 
$0.4 billion, or 6.0 per cent, due largely to 
increases in the Canada Health Transfer. 
The year-to-date results do not yet reflect a 
combined $2.4 billion increase in funding 
for Equalization and the Canada Social 
Transfer announced in Budget 2007, 
enabling legislation for which did not 
receive Royal Assent until June. 


Budgetary balance 
$ billions % of GDP 
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Sources: Department of Finance and Statistics Canada. 


* Subsidies and other transfers were up 
$35 million, or 1.0 per cent, from the 
prior year. 


Other program expenses consist of transfers to 
Crown corporations and operating expenses 
for departments and agencies, including 
National Defence, and also reflect the ongoing 
assessment of the government’s liabilities. 

On a year-over-year basis, these expenses 
increased $1.1 billion, or 11.7 per cent. 


Public debt charges increased by $0.3 billion, 
or 4.7 per cent, in the first two months of 
2007—08, due to an increase in the average 
effective interest rate on the stock of interest- 
bearing debt. 


Financial source of $8.5 billion 
for April to May 2007 


The budgetary balance is presented on a full 
accrual basis of accounting, recording 
government assets and liabilities when they 
are receivable or incurred, regardless of when 
the cash 1s received or paid. In contrast, the 
financial source/requirement measures the 
difference between cash coming in to the 
Government and cash going out. This measure 
is affected not only by changes in the 
budgetary balance but also by the cash 
source/requirement resulting from the 


Federal debt 
(accumulated deficit) 
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Government’s investing activities through its 
acquisition of capital assets and its loans, 
financial investments and advances, as well as 
from other activities, including payment of 
accounts payable and collection of accounts 
receivable, foreign exchange activities, and the 
amortization of its tangible capital assets. The 
difference between the budgetary balance and 
financial source/requirement is recorded in 
non-budgetary transactions. 


With a budgetary surplus of $3.5 billion and a 
source of $5.0 billion from non-budgetary 
transactions, there was a net financial source 
of $8.5 billion in the April to May 2007 period 
compared to a net financial source of 

$2.8 billion from the same period last year. 


Net financing activities down $19.1 billion 


The government used this financial source 

of $8.5 billion and a reduction in its cash 
balances of $10.6 billion to reduce its market 
debt by $19.1 billion by the end of May 2007. 
The reduction in market debt was achieved 
largely through a reduction of Treasury bills. 
The level of cash balances varies from month 
to month based on a number of factors 
including periodic large debt maturities, 
which can be quite volatile on a monthly basis. 
Cash balances at the end of May stood at 
$10.6 billion. 
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Table | 
Summary statement of transactions 


April May April-May 
2006 2007 2006 2007 2006-07 2007—08 


($ millions) 


Budgetary transactions 


Revenues 13,955 20972 18,270 18,680 D7 225 395652 
Expenses 
Program expenses -13,605 -15,278  -14,419 -15,035 -28,024 -30,313 
Public debt charges -2,714 -2,976 -2,857 -2,855 -5,571 -5,831 
Budgetary balance (deficit/surplus) 2,636 2,718 994 790 3,630 3,508 
Non-budgetary transactions -3,834 75 3,033 4,927 -801 5,002 
Financial source/requirement -1,198 DoS 4,027 Sy. 2,029 8,510 
Net change in financing activities i222 -17,161 2,224 -1,944 -9,988 -19,105 
Net change in cash balances -13,410 -14,368 62511 S13 -7,159 -10,595 
Cash balance at end of period 10,802 10,609 


Note: Positive numbers indicate net source of funds. Negative numbers indicate net requirement for funds. 


Table 2 
Budgetary revenues 
April May April-May 
2006 2007 2006 2007 2006-07 2007-08 Change 
($ millions) (%) 
Tax revenues 
Income taxes 
Personal income tax 9,511 10,099 S22 8,439 2s 18,538 4.6 
Corporate income tax Dpa33 3,374 2,941 3,324 5,274 6,698 270) 
Other income tax revenue 330 426 336 367 666 ie 19.1 
Total income tax 12,174 13,899 11,489 12,130 23,663 26,029 10.0 
Excise taxes and duties 
Goods and services tax 2,855 2,736 2,693 2,011 5,548 4,747 -14.4 
Customs import duties oS B22 223 298 518 620 LOFT 
Sales and excise taxes 761 762 IPE 5 1,484 1,497 0.9 
Air Travellers Security Charge 35 Sm 31 32 66 69 4.5 
Total excise taxes and duties 3,946 3357 3,670 3,076 7,616 6,933 -9.0 
Total tax revenues 16,120 VIS O® GlS.159 15,206 St) 32,962 5.4 
Employment insurance premiums 1,636 1,766 1,581 1,666 Spray: 3,432 6.7 
Other revenues 1,199 1,450 1,530 1,808 2,129 5206 19.4 
Total budgetary revenues 18,955 20,972  —18,270 18,680 S020 39,652 6.5 


Note: Totals may not add due to rounding. 
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Table 3 
Budgetary expenses 
April May April-May 
2006 2007 2006 2007 2006-07 2007-08 Change 
($ millions) (%) 
Transfer payments 
Transfers to persons 
Elderly benefits 2,506 2,607 2,506 2,622 5,012 5229 4.3 
Employment insurance benefits 2S eS 78 1,052 OFS 2303 2,453 6.5 
Children’s benefits 810 OM 798 1,019 1,608 2,030 262 
Total 4,567 4,996 4,356 4,716 8,923 OF es 8.8 
Transfers to other levels 
of government 
Support for health and 
other social programs 
Canada Health Transfer 1,678 L779 1,679 LITO Biot 3,558 6.0 
Canada Social Transfer 708 733 709 734 Ay 1,467 oe 
Total 2,386 2 2,388 2.513 4,774 5,025 58 
Fiscal transfers 927 970 1272 1,316 2,199 2,286 4.0 
Canada’s cities and communities 0 0 0 2 0 yi n/a 
Alternative Payments for 
Standing Programs -268 -245 -269 -246 OO -49] -8.6 
Total 3,045 53h, Bees SreleD 6,436 6,822 6.0 
Subsidies and other transfers 
Agriculture and Agri-Food 74 76 Make 18 igs 94 -51.3 
Foreign Affairs and 
International Trade 26 242 409 D272 435 464 6.7 
Health 108 129 218 22 326 381 16.9 
Human Resources and 
Social Development 95 9] 294 249 389 340 -12.6 
Indian Affairs and 
Northern Development 658 668 oly 295 D7 963 ey 
Industry 108 136 72 76 180 2 Lez 17.8 
Other 599 641 359 396 958 L037 8.2 
Total 1,668 1,983 1,788 1,508 3,456 3,491 1.0 
Total transfer payments 9,280 10,216 9535 9,809 LSsS15 20,025 6.4 
Other program expenses 
Crown corporation expenses 
Canadian Broadcasting 
Corporation 215 276 115 64 330 340 3.0 
Canada Mortgage and 
Housing Corporation 190 130 190 157 380 287 -24.5 
Other 316 404 339 283 649 687 a 
Total H2\ 810 638 504 13359 1,314 -3.3 
Defence 1,034 1,150 1,119 1,138 2,153 2,288 6.3 
All other departments 
and agencies 2,570 3,102 5127 3,584 5,697 6,686 17.4 
Total other program expenses 4,325 5,062 4,884 5226 9,209 10,288 Lia 
Total program expenses 13,605 13,278 14,419 15-035 28,024 305313 8.2 
Public debt charges 2,714 2,976 SOT 2805 DOT 05 47 
Total budgetary expenses ; 16,319 18,254 17,276 17,890 33,595 36,144 7.6 


Note: Totals may not add due to rounding. 
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Table 4 
The budgetary balance and financial source/requirement 
April May April-May 
2006 2007 2006 2007 2006-07 2007-08 
($ millions) 
Budgetary balance (deficit/surplus) 2,636 2418 994 790 3,630 3,508 
Non-budgetary transactions 
Capital investing activities -25 -39 BF 3D 12 at 
Other investing activities 555 612 -35 -102 520 510 
Pension and other accounts DDD B57 -398 424 -176 781 
Other activities 
Accounts payable, receivables, 
accruals and allowances -5,906 -1,839 2,805 Ci eA| -3,101 1,282 
Foreign exchange activities 1,058 703 412 KS 1,470 1,879 
Amortization of tangible 
capital assets 262 281 PN 213 474 554 
Total other activities -4,586 -855 3,429 4,570 = bel hen BANS 
Total non-budgetary transactions -3,834 1s 3,033 4,927 -801 5,002 
Net financial source/requirement -1,198 2,793 4,027 Dy ele 2,829 8,510 
Note: Totals may not add due to rounding. 
Table 5 
Financial source/requirement and net financing activities 
April May April-May 
2006 2007 2006 2007 2006-07 2007-08 
($ millions) 
Net financial source/requirement -1,198 2,193 4,027 SLY 2,829 8,510 
Net increase (+)/decrease (-) 
in financing activities 
Unmatured debt transactions 
Canadian currency borrowings 
Marketable bonds 303 1,546 758 3200) 1,061 4,816 
Treasury bills -10,500 -17,100 2,800 -3,500 -7,700 -20,600 
Canada Savings Bonds -83 -98 -43 -55 -126 -153 
Other -61 -137 -284 -3 -345 -140 
Total -10,341 -15,789 32231 -288 -7,110 -16,077 
Foreign currency borrowings -1,828 -525 -948 -264 -2,776 -789 
Total -12,169 -16,314 paces -552 -9,886 - 16,866 
Cross-currency swap revaluation -2 -975 0 -1,365 -2 -2,340 
Unamortized discounts on debt issues -27 132 -58 -30 -85 102 
Obligations related to capital leases -14 -4 -| a -15 -| 
Net change in financing activities -12,212 -17,161 2,224 -1,944 -9,988 -19,105 
Change in cash balance -13,410 -14,368 6,251 RLS Sey) -10,595 


Note: Totals may not add due to rounding. 
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June 2007: budgetary surplus of $2.8 billion \S < Sg 


There was a budgetary surplus of $2.8 billion in June 2007, up $0.6 billion frome che ae 
surplus recorded in June 2006. Budgetary revenues were up $1.5 billion, or 7.6 per cent. 

All revenue streams, with the exception of customs import duties and sales and excise taxes, 
were higher. Program expenses increased by $0.9 billion, or 6.4 per cent, largely due to growth 
in transfers to other levels of government and an increase in departmental operating expenses. 
Public debt charges were down $47 million. 


April to June 2007: budgetary surplus of $6.4 billion 


For the first three months of the 2007—08 fiscal year, the budgetary surplus is estimated at 

$6.4 billion, up $0.5 billion from the $5.9-billion surplus reported in the same period of 
2006-07. Budgetary revenues increased $3.9 billion, or 6.9 per cent, driven by gains in income 
tax revenues and non-tax revenues. Program expenses rose by $3.2 billion, or 7.6 per cent, 
reflecting an increase in transfer payments and operating expenses of departments and agencies, 
including National Defence. Public debt charges increased by $0.2 billion, or 2.5 per cent, 
reflecting an increase in the average effective interest rate on the stock of interest-bearing debt. 


Quarterly update of 2007-08 surplus projection: surplus expected to come in higher 
than Budget 2007 projection of $3 billion 


The outlook for 2007—08 has been influenced by a number of developments since the 
Budget 2007 projection in March. 


¢ Economic performance has been stronger than expected. Private sector forecasters have 
revised up their outlook for nominal gross domestic product (GDP) growth in 2007 to 
5.2 per cent from 3.9 per cent at the time of Budget 2007. This would leave the level of 
nominal GDP, the broadest measure of the tax base, approximately $20 billion higher in 
both 2007 and 2008 than projected in the budget. 


¢ The year-to-date financial results also suggest that revenues will be higher than had been 
anticipated in March. 


Taken together, these developments indicate that the budgetary surplus for 2007—08 will exceed 
the Budget 2007 projection of $3 billion. This quarterly update is qualitative rather than 

' quantitative, reflecting in large part the fact that only three months of fiscal data are available 
for the 2007-08 fiscal year, which are not sufficient to provide an update to the Budget 2007 
projection with a reasonable degree of confidence. A comprehensive update of the fiscal outlook 
for this year and beyond will be provided in the fall Economic and Fiscal Update. 
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June 2007 


There was a budgetary surplus of $2.8 billion 
in June 2007, up $0.6 billion from June 2006. 


Budgetary revenues increased by $1.5 billion, 
or 7.6 per cent, to $20.7 billion. 


¢ Personal income tax revenues were up 
$0.7 billion, or 7.2 per cent, driven by 
higher source deductions, consistent with 
the gains in employment and wages 
and salaries. 


* Corporate income tax revenues rose 
$0.1 billion, or 4.6 per cent, in June, 
following 13.0 per cent growth in May. 
This volatility in corporate income tax 
receipts is not unusual, as large refunds or 
settlement payments may be recorded in any 
given month. In addition, assessments or 
reassessments, which can relate to activity 
that took place in prior years, can influence 
results in a given month. 


¢ Other income tax revenues—withholdings 
from non-residents—increased by 
2 percent 


¢ Excise taxes and duties were up $0.1 billion, 
or 1.8 per cent. A $0.1-billion, or 
4.2-per-cent, rise in goods and services tax 
(GST) revenues was partly offset by a 
$47-million, or 5.6-per-cent, decline in 
sales and excise taxes. 


¢ Employment insurance (EI) premium 
revenues edged up 1.4 per cent, as 
improvements in employment and wages 
and salaries more than offset the decline 
in the premium rate from $1.87 to 
$1.80 per $100 of insurable earnings, 
effective January 1, 2007. 


* Other revenues, consisting of net profits 
from enterprise Crown corporations, 
revenues of consolidated Crown 
corporations, proceeds from the sales of 
goods and services, returns on investments, 
foreign exchange revenues and 
miscellaneous revenues, were up 
$0.5 billion, or 33.1 per cent. This revenue 
stream is volatile on a monthly basis, due 
in part to variations in the timing of large 
transactions from year to year. 


Program expenses in June 2007 were 

$15.0 billion, up $0.9 billion, or 6.4 per cent, 
from June 2006, reflecting increases in 
transfer payments and operating expenses 

of departments and agencies, including 
National Defence. 


Transfer payments were up $0.4 billion, 
or 4.8 per cent. 


¢ Transfers to persons, consisting of elderly 
benefits, EI benefits and children’s benefits, 
were up $0.4 billion, or 8.8 per cent. 
Elderly benefits increased 4.5 per cent 
and EI benefits increased 4.9 per cent. 
Children’s benefits, which consist of the 
Canada Child Tax Benefit and the new 
Universal Child Care Benefit (UCCB), 
were up $0.2 billion, or 27.0 per cent, 
reflecting transfers under the UCCB, which 
began in July 2006. 


¢ Transfers to other levels of government, 
consisting of federal transfers in support 
of health and other social programs 
(Canada Health Transfer and Canada 
Social Transfer), fiscal transfers, transfers to 
provinces on behalf of Canada’s cities and 
communities, and Alternative Payments for 
Standing Programs, were up $0.4 billion, 
or 13.7 per cent. This increase 1s largely 
attributable to a $250-million transfer to 
provinces and territories to support the 


Revenues and expenses 
(April to June 2007) 
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creation of new child care spaces, the 
enabling legislation for which received 
Royal Assent in June. 


¢ Subsidies and other transfers decreased by 
$0.4 billion, or 23.8 per cent. 


Other program expenses consist of transfers 

to Crown corporations and operating expenses 
for departments and agencies, including 
National Defence, and also reflect the ongoing 
assessment of the Government’s liabilities. 
These expenses increased $0.5 billion, or 

9.3 per cent, with higher transfers to Crown 
corporations responsible for roughly half of 
this increase. 


Public debt charges decreased by $47 million. 


April to June 2007 


Through the first three months of the 2007—08 
fiscal year, there was a budgetary surplus of 
$6.4 billion, up $0.5 billion from the 
$5.9-billion surplus reported during the 

same period of 2006-07. 


On a year-over-year basis, budgetary revenues 
increased by $3.9 billion, or 6.9 per cent, to 
$60.4 billion. 


¢ Personal income tax revenues rose 
$1.5 billion, or 5.5 per cent, reflecting 
growth in employment and wages and 
salaries over the period. 


Budgetary balance 
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* Corporate income tax revenues were up 
$1.6 billion, or 18.9 per cent, driven by 
gains in profitability in 2006 and the 
ongoing strength in corporate profits 
this year. 


¢ Other income tax revenues rose 
16.4 per cent, also reflecting the ongoing 
strength in corporate profitability. 


¢ Excise taxes and duties were down 
$0.6 billion, or 5.4 per cent, largely due to 
a $0.7-billion decline in GST revenues. 
The drop in GST revenues reflects the 
l-percentage-point reduction in the GST 
rate effective July 1, 2006. Sales and excise 
taxes fell by $34 million, while customs 
import duties were up $101 million and 
revenues from the Air Travellers Security 
Charge were up $10 million over the period. 


¢ EI premium revenues increased by 
$0.2 billion, or 5.0 per cent, reflecting 
improvements in employment and wages 
and salaries, which more than offset the 
decline in the premium rate from $1.87 to 
$1.80 per $100 of insurable earnings, 
effective January 1, 2007. 


¢ Other revenues increased $1.1 billion, 
or 24.5 per cent. 


Federal debt 
(accumulated deficit) 
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Program expenses in the April to June 2007 
period were $45.3 billion, up $3.2 billion, or 
7.6 per cent, from the prior year, reflecting an 
increase in transfer payments and operating 
expenses of departments and agencies. 


Transfer payments increased $1.6 billion, 
Ofo.9 percent: 


¢ Transfers to persons rose $1.2 billion, or 
8.8 per cent. Elderly benefits increased 
4.4 per cent and EI benefits increased 
6.1 per cent. Children’s benefits were up 
$0.6 billion, reflecting transfers under the 
UCCB, which began in July 2006. 


¢ Transfers to other levels of government were 
up $0.8 billion, or 8.6 per cent, reflecting 
legislated increases in the Canada Health 
Transfer, Canada Social Transfer and 
Equalization, as well as a $0.3-billion 
lump-sum transfer for child care spaces. 


¢ Subsidies and other transfers were down 
$0.3 billion, or 6.8 per cent. 


Other program expenses increased 
$1.6 billion, or 10.9 per cent. 


Public debt charges increased by $0.2 billion, 
of 2:5 per cent, due to! ani increase:in the 
average effective interest rate on the stock of 
interest-bearing debt. 


Financial source of $4.9 billion for 
April to June 2007 


The budgetary balance is presented on a 

full accrual basis of accounting, recording 
government assets and liabilities when they are 
receivable or incurred, regardless of when the 
cash is received or paid. In contrast, the 


financial source/requirement measures the 
difference between cash coming in to the 
Government and cash going out. This measure 
is affected not only by changes in the 
budgetary balance but also by the cash 
source/requirement resulting from the 
Government’s investing activities through its 
acquisition of capital assets and its loans, 
financial investments and advances, as well as 
from other activities, including payment of 
accounts payable and collection of accounts 
receivable, foreign exchange activities, and 
the amortization of its tangible capital assets. 
The difference between the budgetary balance 
and financial source/requirement is recorded 
in non-budgetary transactions. 


With a budgetary surplus of $6.4 billion 

and a requirement of $1.4 billion from 
non-budgetary transactions, there was a net 
financial source of $4.9 billion in the 

April to June 2007 period, compared to a net 
financial source of $0.3 billion in the same 
period last year. 


Net financing activities down $21.4 billion 


The Government used this net financial source 
of $4.9 billion and a reduction in its cash 
balances of $16.4 billion to reduce its market 
debt by $21.4 billion by the end of June 2007. 
The reduction in market debt was achieved 
largely through a reduction of treasury bills. 
The level of cash balances varies from month 
to month based on a number of factors 
including periodic large debt maturities, 
which can be quite volatile on a monthly 
basis. Cash balances at the end of June stood 
at $4.8 billion. 
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Quarterly update of the fiscal outlook for 2007-08 


This section provides a qualitative update of the fiscal outlook for 2007-08. A comprehensive 
update of the fiscal outlook will be provided in the fall Economic and Fiscal Update, which 
will incorporate the final audited results for 2006-07 and the most recent economic outlook 
by private sector economists. 


Overview 


The budgetary surplus for 2007—08 is now expected to come in higher than the Budget 2007 
projection of $3 billion. The improved outlook stems from stronger-than-expected economic 
performance, as well as higher-than-anticipated revenues as suggested by year-to-date financial 
results. Program expenses are expected to be largely unchanged from the Budget 2007 outlook. 


Economic outlook 


Based on the June survey of private sector economic forecasters, the outlook for real GDP 
growth has been revised up to 2.5 per cent in 2007 from 2.3 per cent in Budget 2007. For 2008, 
forecasters expect real GDP growth of 2.7 per cent, lower than the 2.9 per cent expected at the 
time of the budget. Forecasters have significantly revised up their expectations for GDP inflation 
in 2007 to 2.7 per cent from 1.5 per cent in Budget 2007. The outlook for GDP inflation in 2008 
has been revised up as well to 2.2 per cent from 2.0 per cent in Budget 2007. As a result, the 
outlook for nominal GDP growth in 2007 has been revised up significantly to 5.2 per cent from 
3.9 per cent projected in Budget 2007, while nominal GDP growth for 2008 remains unchanged 
at 5.0 per cent. This would leave the level of nominal GDP approximately $20 billion higher in 
both 2007 and 2008 than projected in the budget. A new survey of private sector forecasters will 
be conducted in September, after the release of the second-quarter National Accounts, and the 
revised economic outlook will be used to update the fiscal projections to be presented in the fall 
Economic and Fiscal Update. 


Fiscal outlook 


The budgetary surplus for 2007—08 is now expected to come in higher than the Budget 2007 
projection of $3 billion. The higher outlook reflects in part a significant upward revision to 
the economic outlook for 2007 along with stronger-than-expected economic activity last year. 
As well, year-to-date financial results suggest that revenues in 2007-08 will be higher than 
anticipated at the time of Budget 2007. 


The degree to which the actual surplus for 2007—08 exceeds the Budget 2007 projection will 
depend on economic developments through the remainder of this fiscal year and the strength of 
tax revenues. As well, the Government is carefully managing spending to ensure that all 
government programs are effective and efficient. A comprehensive update of the fiscal outlook 
for this year and beyond will be provided in the fall Economic and Fiscal Update. 
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Table | 
Summary statement of transactions 


June April to June 


2006 2007 2006-07 2007-08 


($ millions) 


Budgetary transactions 


Revenues 19,254 20,708 56,479 60,360 
Expenses 
Program expenses -14,083 -14,990 -42,107 -45,303 
Public debt charges -2,916 -2,869 -8,487 -8,700 
Budgetary balance (deficit/surplus) OPISD 2,849 5,885 6597 
Non-budgetary transactions -4,762 -6,419 -5,563 -1,417 
Financial source/requirement -2,507 -3,570 327 4,940 
Net change in financing activities -5,502 -2,263 -15,490 -21,368 
Net change in cash balances -8,009 -5,833 -15,168 -16,428 


Cash balance at end of period 2,794 4 it AT 


Note: Positive numbers indicate net source of funds. Negative numbers indicate net requirement for funds. 


Table 2 
Budgetary revenues 
June April to June 
2006 2007 Change 2006-07 2007-08 Change 
($ millions) (%) ($ millions) (%) 
Tax revenues 
Income taxes 
Personal income tax 9,104 9,763 ee 26,827 28,301 Bee) 
Corporate income tax 29795 eri B| 4.6 8,249 9.809 18.9 
Other income tax 340 378 ey 1,006 gen) 16.4 
Total income tax 12,419 252 Oat, 36,082 39,281 8.9 
Excise taxes and duties 
Goods and services tax DODe 2,659 4.2 8,100 7,406 -8.6 
Customs import duties 289 288 -0.3 807 908 WB) 
Sales and excise taxes 835 788 -5.6 2319 2285 -1.5 
Air Travellers Security Charge 30 on 23:3 96 106 10.4 
Total excise taxes and duties 3,706 Sy] 2 1.8 322 10,705 -5.4 
Total tax revenues 16,125 17,024 5.6 47,404 49,986 5.4 
Employment insurance premiums S20) 1,542 1.4 4,737 4,974 20 
Other revenues 1,609 2,142 Doak 4,338 5,400 24.5 
Total budgetary revenues 19,254 20,708 7.6 56,479 60,360 6.9 


Note: Totals may not add due to rounding. 


The Fiscal Monitor 


Table 3 
Budgetary expenses 


April to June 


2006 2007 Change 2006-07 2007-08 Change 
($ millions) (%) ($ millions) (%) 
Transfer payments 
Transfers to persons 
Elderly benefits 2518 2,032 4.5 7,030 7,861 4.4 
Employment insurance benefits O30 981 49 B208 3,434 6.1 
Children’s benefits 784 996 27.0 2,392 3,026 20.) 
Total 4,237 4,609 8.8 13,160 14,321 8.8 
Transfers to other levels of government 
Support for health and 
other social programs 
Canada Health Transfer 1,678 1,779 6.0 055 Dpojoulh 6.0 
Canada Social Transfer 708 983 38.8 2125 2,450 i eres 
Total 2,386 2,162 15.8 7,160 7,787 8.8 
Fiscal transfers 1,080 1a 3.6 3,279 3,405 3.8 
Canada’s cities and communities 0 0 n/a 0 2 n/a 
Alternative Payments for 
Standing Programs e268. =245)) -8.6 -805 . = 13050 e809 
Total a 198 3,636 13.7 9,634 10,458 8.6 
Subsidies and other transfers 
Agriculture and Agri-Food 28 135 382.1 221 229 3.6 
Foreign Affairs and International Trade 94 132 40.4 529 Bw l6) 2), 
Health 105 111 Sel 431 492 14.2 
Human Resources and 
Social Development 110 176 60.0 499 516 3.4 
Indian Affairs and 
Northern Development 318 368 dal 13293 1,331 29 
Industry Gal 142 -17.0 351 354 0.9 
Other 750 137 -81.7 1,708 1,174 -31.3 
Total 1,576 1,201 -23.8 5,032 4,692 -6.8 
Total transfer payments 9,011 9,446 4.8 27,826 29,471 5.9 
Other program expenses 
Crown corporation expenses 
Canadian Broadcasting Corporation 85 120 41.2 415 460 10.8 
Canada Mortgage and 
Housing Corporation 88 167 89.8 468 454 -3.0 
Other 266 383 44.0 yA 1,070 16.9 
Total 439 670 52:6 18 1,984 10.3 
Defence 1,324 1,389 4.9 3,477 2 O01 5.8 
All other departments and agencies 3,309 3,485 53 9,006 10,171 | ane) 
Total other program expenses 5,072 5,544 1) 14,281 [5,832 10.9 
Total program expenses 14,083 14,990 6.4 42,107 45,303 7.6 
Public debt charges 2,916 2,869 -1.6 8,487 8,700 ZS 
Total budgetary expenses 16,999 1,859 Did 50,594 54,003 Gf 


Note: Totals may not add due to rounding. 
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Table 4 
The budgetary balance and financial source/requirement 
June April to June 
2006 2007 2006-07 2007-08 
($ millions) 
Budgetary balance (deficit/surplus) ZS 2,849 5,885 6,357 
Non-budgetary transactions 
Capital investing activities -124 -125 -112 -129 
Other investing activities -68 -417 452 93 
Pension and other accounts 1,142 479 966 1,260 
Other activities 
Accounts payable, receivables, accruals 
and allowances -5,541 -7,604 -8,642 -6,322 
Foreign exchange activities -392 ie 1,078 2,854 
Amortization of tangible capital assets Ze 212 695 827 
Total other activities empty -6,356 -6,869 -2,641 
Total non-budgetary transactions -4,762 -6,419 -5,563 -1,417 
Net financial source/requirement -2,507 -3,570 i yia 4,940 
Note: Totals may not add due to rounding. 
Table 5 
Financial source/requirement and net financing activities 
June April to June 
2006 2007 2006-07 2007-08 
($ millions) 
Net financial source/requirement -2,507 -3,570 322 4,940 
Net increase (+)/decrease (-) in financing activities 
Unmatured debt transactions 
Canadian currency borrowings 
Marketable bonds -2,960 -8,026 -1,899 -3,210 
Treasury bills -1,900 5,700 -9,600 -14,900 
Canada Savings Bonds -92 -110 -218 -263 
Other -342 -253 -687 -393 
Total -5,294 -2,689 -12,404 -18,766 
Foreign currency borrowings -47 212 -2,823 -577 
Total -5,341 -2,477 S227 -19,343 
Cross-currency swap revaluation 0 281 -2 -2,059 
Unamortized discounts on debt issues -142 -46 -227 56 
Obligations related to capital leases -19 -2] -34 -22 
Net change in financing activities -5,502 =2,203. - -15,490 -21,368 
Change in cash balance -8,009 -5,833 -15,168 -16,428 


Note: Totals may not add due to rounding. 


For additional copies or subscription inquiries, please contact the Distribution Centre at 613-995-2855, 
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July 2007: budgetary surplus of $1.4 billion NS yy 


There was a budgetary surplus of $1.4 billion in July 2007, up $0.6 billion fam thi 
surplus recorded in July 2006. Budgetary revenues were up $1.0 billion or 5.2 per cent on 
July 2006, reflecting strong gains in corporate income tax revenues. Program expenses increased 
by $0.5 billion, or 3.3 per cent, due to higher transfer payments and departmental operating 
expenses. Public debt charges were $0.1 billion lower. 


April to July 2007: budgetary surplus of $7.8 billion 


For the first four months of the 2007-08 fiscal year, the budgetary surplus is estimated at 

$7.8 billion, up $1.0 billion from the $6.7-billion surplus reported in the same period last year. 
One-third of the surplus reflects growth in corporate income tax collections (up 25 per cent 
through July), which are highly variable on a monthly basis. Budgetary revenues increased by 
$4.9 billion or 6.5 per cent over last year, driven by both higher income tax revenues and non-tax 
revenues. Program expenses rose $3.7 billion, or 6.4 per cent, reflecting increases in transfer 
payments and operating expenses of departments and agencies, including National Defence. 
Public debt charges increased by $0.1 billion, or 1.2 per cent. 


July 2007 
There was a budgetary surplus of $1.4 billion ¢ Other income tax revenues—withholdings 
in July 2007, up $0.6 billion from July 2006. from non-residents—increased by 


Budgetary revenues increased by $1.0 billion, 


2.5) Per Cent. 


or 5.2 per cent, to $20.2 billion. ¢ Excise taxes and duties were up $0.4 billion, 


or 9.2 per cent, reflecting a $0.2-billion gain 
in both goods and services tax (GST) and 
sales and excise tax revenues. 


Personal income tax revenues declined by 
$0.2 billion, or 2.1 per cent, reflecting one 


less large processing day in July 2007 than . 
in July 2006. ¢ Employment Insurance (EI) premium 


revenues decreased by 3.6 per cent, 
reflecting the decline in the premium rate 
from $1.87 to $1.80 per $100 of insurable 
earnings, effective January 1, 2007. 


Corporate income tax revenues rose 

$1.0 billion, or 50.4 per cent. A significant 
portion of this strength reflects a large 
prior-year refund paid in July 2006, which 
lowered net receipts in that month, 
consequently boosting the growth in net 
receipts in July of this year. 


i+l 
Department of Finance Ministere des Finances C da 
a | Canada Canada and 
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* Other revenues, consisting of net profits 
from enterprise Crown corporations, 
revenues of consolidated Crown 
corporations, proceeds from the sales of 
goods and services, returns on investments, 
foreign exchange revenues and 
miscellaneous revenues, were down 
$0.1 billion, or 6.3 per cent. This revenue 
stream is volatile on a monthly basis, due 
in part to variations in the timing of large 
transactions from year to year. 


Program expenses in July 2007 were 

$15.9 billion, up $0.5 billion, or 3.3 per cent, 
from July 2006, reflecting increases in transfer 
payments and operating expenses of 
departments and agencies, including 

National Defence. 


Transfer payments were up $0.3 billion, or 
ZOMpetecen: 


¢ Transfers to persons, consisting of elderly, 
EI and children’s benefits, were up 
$0.2 billion, or 4.2 per cent. Elderly benefits 
increased 4.3 per cent while EI benefits 
rose 5.2 per cent. Children’s benefits, which 
consist of the Canada Child Tax Benefit and 
the Universal Child Care Benefit (UCCB), 
were up 2.8 per cent. 


¢ Transfers to other levels of government, 
consisting of federal transfers in support 
of health and other social programs 
(Canada Health Transfer and Canada Social 
Transfer), fiscal transfers, transfers to 
provinces on behalf of Canada’s cities and 
communities and Alternative Payments 
for Standing Programs, were 
virtually unchanged. 


* Subsidies and other transfers increased by 
$0.1 billion, or 8.4 per cent. 


Other program expenses consist of operating 
expenses of Crown corporations, departments 
and agencies, including National Defence, and 
also reflect the ongoing assessment of the 
Government’s liabilities. These expenses 
increased $0.2 billion, or 4.0 per cent. 


Public debt charges decreased by $78 million. 


April to July 2007 


Through the first four months of the 2007—08 
fiscal year, there was a budgetary surplus of 
$7.8 billion, up $1.0 billion from the 
$6.7-billion surplus reported during the same 
period of 2006-07. 


On a year-over-year basis, budgetary revenues 
increased by $4.9 billion, or 6.5 per cent, to 
$80.5 billion. 


¢ Personal income tax revenues rose 
$1.3 billion, or 3.5 per cent, reflecting 
growth in employment and wages 
and salaries. 


* Corporate income tax revenues were up 
$2.6 billion, or 25.0 per cent. However, 
corporate tax receipts are highly variable 
on a monthly basis, and it is expected that 
this strength will dissipate as the fiscal 
year progresses. 


Revenues and expenses 
(April to July 2007) 
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¢ Other income tax revenues rose Program expenses in the April to July 2007 
12.2 per cent, also reflecting the ongoing period were $61.2 billion, up $3.7 billion, or 
strength in corporate profitability. 6.4 per cent, from the same period of 2006, 

¢ Excise taxes and duties were down reflecting an increase in transfer payments 
$0.3 billion, or 1.7 per cent, due to a and operating expenses of departments 
$0.5-billion decline in GST revenues. and agencies. 

The drop in GST revenues reflects the Transfer payments increased $1.9 billion, or 
1-percentage-point reduction in the GST 5.1 per cent. 


rate effective July 1, 2006. Sales and excise 
taxes rose $151 million, customs import 
duties increased $116 million and revenues 
from the Air Travellers Security Charge 
were up $9 million. 


* Transfers to persons rose $1.4 billion, or 
7.6 per cent. Elderly benefits increased 
4.4 per cent while EI benefits rose 
5.8 per cent. Children’s benefits were up 


$0.7 billion, reflecting transfers under the 


¢ EI premium revenues increased by UCCB, which began in July 2006. 
$0.2 billion, or 3.1 per cent, reflecting 


growth in employment and wages and 
salaries, which more than offset the decline 
in the premium rate from $1.87 to 

$1.80 per $100 of insurable earnings, 
effective January |, 2007. 


¢ Transfers to other levels of government 
were up $0.8 billion, or 5.9 per cent, 
reflecting legislated increases in the Canada 
Health Transfer, Canada Social Transfer 
and Equalization. 


¢ Subsidies and other transfers were down 


¢ Other revenues increased $0.9 billion, or SU GIRS Gia Woah ae 


iS Pemcelit, 
Other program expenses increased by 
$1.8 billion, or 9.0 per cent. 


Public debt charges increased by $0.1 billion, 
or 12 percent: 


Budgetary balance Federal debt 
eGihone % of GDP (accumulated deficit) 
ee ee a ee $ billions % of GDP 
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Financial source of $6.8 billion 
for April to July 2007 


The budgetary balance is presented on a 

full accrual basis of accounting, recording 
government assets and liabilities when they 
are receivable or incurred, regardless of when 
the cash is received or paid. In contrast, the 
financial source/requirement measures the 
difference between cash coming in to the 
Government and cash going out. 

This measure 1s affected not only by changes 
in the budgetary balance but also by the cash 
source/requirement resulting from the 
Government’s investing activities through its 
acquisition of capital assets and its loans, 
financial investments and advances, as well as 
from other activities, including payment of 
accounts payable and collection of accounts 


receivable, foreign exchange activities, and the 


amortization of its tangible capital assets. The 
difference between the budgetary balance and 
financial source/requirement is recorded in 
non-budgetary transactions. 


With a budgetary surplus of $7.8 billion 

and a requirement of $1.0 billion from 
non-budgetary transactions, there was a net 
financial source of $6.8 billion in the April to 
July 2007 period, compared to a net financial 
source of $2.9 billion in the same period 

last year. 


Net financing activities down $24.6 billion 


The Government used this net financial 
source of $6.8 billion and a reduction in its 
cash balances of $17.9 billion to reduce its 
market debt by $24.6 billion by the end of 
July 2007. The reduction in market debt was 
achieved largely through a reduction of 
treasury bills. The level of cash balances 
varies from month to month based on a 
number of factors including periodic large 
debt maturities, which can be quite volatile 
on a monthly basis. Cash balances at the end 
of July stood at $3.4 billion. 
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Table | 
Summary statement of transactions 


July April to July 
2006 2007 2006-07 2007-08 
($ millions) 
Budgetary transactions 
Revenues 19,151 Z0A51 75,630 80,511 
Expenses 
Program expenses -15,380 -15,881 -57,487 -61,184 
Public debt charges -2,938 -2,860 -11,425 -11,560 
Budgetary balance (deficit/surplus) 833 1,410 6,718 rekey 
Non-budgetary transactions 1,781 410 -3,782 -1,007 
Financial source/requirement 2,614 1,820 2,936 6,760 
Net change in financing activities 2 | 38) -3,246 -16,813 -24,614 
Net change in cash balances 17291 -1,426 -13,877 -17,854 
Cash balance at end of period 4,085 3,550 
Note: Positive numbers indicate net source of funds. Negative numbers indicate net requirement for funds. 
Table 2 
Budgetary revenues 
July April to July 
2006 2007 Change 2006-07 2007-08 Change 
($ millions) (%) ($ millions) (%) 
Tax revenues 
Income taxes 
Personal income tax 9,590 9,389 -2.1 36,417 37,690 Bee) 
Corporate income tax 1,990 2,992 50.4 10,239 12,801 25.0 
Other income tax 430 440 Joo) 1,436 oulall | se 
Total income tax 12,010 ES 6.8 48,092 S202 8.3 
Excise taxes and duties 
Goods and services tax 2,105 2,923 Sh 7/ 10,865 10,329 -4.9 
Customs import duties S15 330 4.8 Le? 1,238 10.3 
Sales and excise taxes 787 972 23.9 3,106 3,2) 4.9 
Air Travellers Security Charge 31 30 -3.2 ey 136 re) 
Total excise taxes and duties 3,898 4.255 9.2 155220 14,960 -1.7 
Total tax revenues 15,908 17,076 Thos! 655312 67,062 5.9 
Employment Insurance premiums 1,365 olG -3.6 6,102 6,290 a1 
Other revenues 1,878 759 -6.3 6,216 TASS 152 
Total budgetary revenues 1951 20,151 5.2 75,630 80,511 6.5 


Note: Totals may not add due to rounding. 
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Table 3 
Budgetary expenses 


April to July 


2006 2007 Change 2006-07 2007-08 Change 
($ millions) (%) ($ millions) (%) 
Transfer payments 
Transfers to persons 
Elderly benefits 2,493 2,600 4.3 10,023 10,461 4.4 
Employment Insurance benefits 1,087 las a! 4,325 4 Se Diets 
Children’s benefits 1,015 1,043 2.8 3,407 4,069 19.4 
Total 4,595 4,786 4.2 ais) 19,107 7.6 
Transfers to other levels of government 
Support for health and 
other social programs 
Canada Health Transfer 1,678 79 6.0 6,713 TENG 6.0 
Canada Social Transfer 708 jo3 DD 258335 3,183 12.4 
Total 2,386 25512. ate) 9,546 10299 7.9 
Fiscal transfers 1,143 1,281 1 4,422 4,686 6.0 
Canada’s cities and communities 0 384 n/a 0 386 n/a 
Early learning and child care 650 0 n/a 650 0 n/a 
Alternative Payments for 
Standing Programs -239 -262 9.6 -1,044 -998 -4.4 
Total 3,940 Selb -0.6 13,574 14,373 So) 
Subsidies and other transfers 
Agriculture and Agri-Food 89 78 -12.4 310 307 -1.0 
Foreign Affairs and International Trade 178 19 -89.3 OF 615 -13.0 
Health 224 292 30.4 655 784 199) 
Human Resources and 
Social Development OF, 67 -30.9 596 583 Je 
Indian Affairs and 
Northern Development 356 348 -2.2 1,649 1,679 1.8 
Industry 172 204 18.6 55) 558 Omi 
Other 308 536 74.0 2,016 1,710 -15.2 
Total 1,424 1,544 8.4 6,456 6,236 -3.4 
Total transfer payments 9959 10,245 29 a1 o> 39,716 oa 
Other program expenses 
Crown corporation expenses 
Canadian Broadcasting Corporation 62 100 61.3 477 560 17.4 
Canada Mortgage and 
Housing Corporation 172 162 -5.8 640 616 -3.8 
Other 303 283 -6.6 1,218 (353 sa 
Total Se! 545 IES 2095) 25529 8.3 
Defence 1,354 1,443 6.6 4,831 3,120 6.0 
All other departments and agencies 3,530 3,648 25 12,536 13,819 10.2 
Total other program expenses 5,421 5,636 4.0 19,702 21,468 9.0 
Total program expenses 15,380 15,881 3.3 57,487 61,184 6.4 
Public debt charges 2,938 2,860 =2.1 11,425 11,560 12 
Total budgetary expenses 18,318 18,741 Dee) 68,912 72,744 5.6 


Note: Totals may not add due to rounding. 
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Table 4 
The budgetary balance and financial source/requirement 
July April to July 
2006 2007 2006-07 2007-08 
($ millions) 
Budgetary balance (deficit/surplus) 833 1,410 6,718 a Or 
Non-budgetary transactions 
Capital investing activities -187 -774 -299 -903 
Other investing activities 11 47 463 140 
Pension and other accounts -842 373 124 1,633 
Other activities 
Accounts payable, receivables, accruals 
and allowances 2,980 1,234 -5,662 -5,088 
Foreign exchange activities -431 -742 647 OMI 
Amortization of tangible capital assets 250 BID) 945 1,099 
Total other activities 2,199 764 -4,070 -1,877 
Total non-budgetary transactions 781 410 -3,782 -1,007 
Net financial source/requirement 2,614 1,820 2,936 6,760 
Note: Totals may not add due to rounding. 
Table 5 
Financial source/requirement and net financing activities 
July April to July 
2006 2007 2006-07 2007-08 
($ millions) 
Net financial source/requirement 2,614 1,820 2,936 6,760 
Net increase (+)/decrease (-) in financing activities 
Unmatured debt transactions 
Canadian currency borrowings 
Marketable bonds 468 710 -1,431 -2,500 
Treasury bills -1,500 -4,200 -11,100 -19,100 
Canada Savings Bonds -84 -178 -302 -44] 
Other -223 -105 -910 -498 
Total -1,339 -3,773 -13,743 -22,539 
Foreign currency borrowings -86 179 -2,909 -398 
Total -1,425 -3,594 -16,652 -22,937 
Cross-currency swap revaluation 2 261 0 -1,798 
Unamortized discounts on debt issues 106 111 -121 167 
Obligations related to capital leases -6 -24 -40 -46 
Net change in financing activities -1,323 -3,246 -16,813 -24,614 
Change in cash balance eo) =1,426 Steril -17,854 


Note: Totals may not add due to rounding. 
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Highlights 
August 2007: budgetary surplus of $0.9 billion 


There was a budgetary surplus of $0.9 billion in August 2007, up $0.4 billion from the 
$0.5-billion surplus recorded in August 2006. Budgetary revenues were up $1.0 billion, or 
5.9 per cent, reflecting strong gains in corporate income tax, goods and services tax (GST) 
and non-tax revenues. Program expenses increased by $0.7 billion, or 5.1 per cent, due to 
higher transfer payments and departmental operating expenses. Public debt charges were 
$0.1 billion lower. 


April to August 2007: budgetary surplus of $8.7 billion 


For the first five months of the 2007-08 fiscal year, the budgetary surplus is estimated at 
$8.7 billion, up $1.5 billion from the $7.2-billion surplus reported in the same period of 
2006-07. Budgetary revenues increased by $5.9 billion, or 6.3 per cent, driven by both higher 
income tax revenues and non-tax revenues. Program expenses rose by $4.4 billion, or 

6.2 per cent, reflecting increases in transfer payments and operating expenses of departments 
and agencies, including National Defence. Public debt charges were virtually unchanged. 


* tax revenues and the year-to-date surplus 


August 2007 Ne 

Tre ea hudecrry surplus of $0.9 billion sa by $0.4 billion in August 2007 and by 
Peete 2007 ta s0'4 billion from $0.5 billion in August 2006. The adjustment 
August 2006. j in August accounts for the first five months 


os of the fiscal year. 
Budgetary revenues increased by $1.0 billion, 


illi C te income tax revenues rose 
or 5.9 per cent, to $18.6 billion. Corporate income tax 


$0.3 billion, or 13.4 per cent, down from the 


¢ Personal income tax revenues increased by 25.0-per-cent gain recorded through July. 


$0.2 billion, or 2.1 per cent. Starting this 
month, the adjustments made to cash-based 
personal income tax receipts—to put these 
on an accrual basis—are being revised. 


¢ Other income tax revenues—withholdings 
from non-residents—increased by 
$0.1 billion, or 21.7 per cent. 


To ensure comparability, these revisions ¢ Excise taxes and duties were up $0.4 billion, 
have been made to the current and or 9.9 per cent, almost entirely due to a 
prior-year revenue estimates. The change in $0.3-billion or 14.8-per-cent gain in 
methodology has raised personal income GST revenues. 
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¢ Employment Insurance (EI) premium 
revenues decreased by 6.8 per cent, mainly 
reflecting the decline in the premium rate 
from $1.87 to $1.80 per $100 of insurable 
earnings, effective January 1, 2007. 


¢ Other revenues, consisting of net profits 
from enterprise Crown corporations, 
revenues of consolidated Crown 
corporations, proceeds from the sales of 
goods and services, returns on investments, 
foreign exchange revenues and 
miscellaneous revenues, were up 
$0.2 billion, or 12.6 per cent. This revenue 
stream is volatile on a monthly basis, due 
in part to variations in the timing of 
transactions from year to year. 


Program expenses in August 2007 were 
$15.1 billion, up $0.7 billion, or 5.1 per cent, 
from August 2006, reflecting increases in 
transfer payments and operating expenses of 
departments and agencies. 


Transfer payments were up $0.6 billion, or 
6.3 percent 


¢ Major transfers to persons, consisting of 
elderly, EI and children’s benefits, were up 
$0.1 billion, or 1.8 per cent. Elderly benefits 
increased 4.4 per cent while EI benefits 
declined 2.5 per cent. Children’s benefits, 
which consist of the Canada Child Tax 
Benefit and the Universal Child Care 
Benefit (UCCB), were up 0.3 per cent. 


¢ Major transfers to other levels of 
government, consisting of federal transfers 
in support of health and other social 
programs (Canada Health Transfer and 
Canada Social Transfer), fiscal transfers, 
transfers to provinces on behalf of Canada’s 
cities and communities, and Alternative 
Payments for Standing Programs, were up 
$0.1 billion, or 1.7 per cent. 


¢ Subsidies and other transfers increased by 
$0.4 billion, or 43.3 per cent. 


Other program expenses consist of operating 
expenses of Crown corporations, departments 
and agencies, including National Defence, and 
also reflect the ongoing assessment of the 
Government’s liabilities. These expenses 
increased by $0.1 billion, or 2.9 per cent. 


Public debt charges decreased by $0.1 billion. 


Revenues and expenses 
(April to August 2007) 


$ billions 
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April to August 2007 


Through the first five months of the 2007-08 


fiscal year, there was a budgetary surplus of 
$8.7 billion, up $1.5 billion from the 
$7.2-billion surplus reported in the same 
period of 2006-07. 


On a year-over-year basis, budgetary revenues 


increased by $5.9 billion, or 6.3 per cent, to 
$99.1 billion. 


¢ Personal income tax revenues rose 


Other income tax revenues rose 
14.3 per cent, reflecting the ongoing 
strength in corporate profitability. 


Excise taxes and duties were up $0.1 billion, 
or 0.5 per cent. Customs import duties rose 

by $148 million, sales and excise taxes were 
up $131 million and revenues from the 

Air Travellers Security Charge increased by 
$13 million. GST revenues declined 

$0.2 billion, or 1.5 per cent, reflecting the 


DIES billion, of 3.2 .per cent, reflecting 
growth in employment and wages 
and salaries. 


Corporate income tax revenues were up 
$2.8 billion, or 23.2 per cent. The growth 
in corporate income tax revenues to date 
reflects ongoing profitability of 
corporations. However, part of the 
exceptionally strong growth experienced to 
date is due to remittance patterns last year. 
Last year, corporations on average were 
underpaying their tax liabilities during the 
first part of the fiscal year, but then made 
up this difference with significant 
settlement payments in February and 
March 2007. As such, the high growth rate 
of corporate receipts recorded over the 
April to August period is expected to 
dissipate over the final three months of 
this fiscal year. 


Budgetary balance 
$ billions % of GDP 


[_] left scale —— right scale 


1996- 1998— 2000- 2002- 2004- 2006- 
1997 1999 2001 2003 2005 2007 


Sources: Department of Finance and Statistics Canada. 


1-percentage-point reduction in the GST 
rate effective July 1, 2006. 


¢ EI premium revenues increased by 
$0.1 billion, or 1.4 per cent, reflecting gains 
in employment and wages and salaries, 
which more than offset the decline in the 
premium rate from $1.87 to $1.80 per 
$100 of insurable earnings, effective 
January 1, 2007. 


¢ Other revenues increased by $1.2 billion, 
or 14.6 per cent. 


Program expenses in the April to August 2007 
period were $76.3 billion, up $4.4 billion, or 
6.2 per cent, from the same period of 2006, 
reflecting an increase in transfer payments 
and operating expenses of departments 

and agencies. 


Federal debt 
(accumulated deficit) 


$ billions % of GDP 
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Transfer payments increased by $2.5 billion, 
or 5.4 per cent. 


¢ Major transfers to persons rose by 
$1.4 billion, or 6.4 per cent. Elderly benefits 
increased by 4.4 per cent while EI benefits 
were up 4.1 per cent. Children’s benefits 
were up $0.7 billion, reflecting transfers 
under the UCCB, which began in July 2006. 


¢ Major transfers to other levels of 
government were up $0.9 billion, or 
5.0 per cent, reflecting legislated increases 
in the Canada Health Transfer, Canada 
Social Transfer and Equalization. 


¢ Subsidies and other transfers were up 
$0.2 billion, or 2.9 per cent. 


Other program expenses increased by 
$1.9 billion, or 7.7 per cent. 


Public debt charges were virtually unchanged. 


Financial source of $8.3 billion for 
April to August 2007 


The budgetary balance is presented on a full 
accrual basis of accounting, recording 
government assets and liabilities when they are 
receivable or incurred, regardless of when the 
cash is received or paid. In contrast, the 
financial source/requirement measures the 
difference between cash coming in to the 
Government and cash going out. This measure 
is affected not only by changes in the 
budgetary balance but also by the cash 


source/requirement resulting from the 
Government’s investing activities through its 
acquisition of capital assets and its loans, 
financial investments and advances, as well as 
from other activities, including payment of 
accounts payable and collection of accounts 
receivable, foreign exchange activities, and the 
amortization of its tangible capital assets. The 
difference between the budgetary balance and 
financial source/requirement is recorded in 
non-budgetary transactions. 


With a budgetary surplus of $8.7 billion 

and a requirement of $0.4 billion from 
non-budgetary transactions, there was a net 
financial source of $8.3 billion in the April to 
August 2007 period, compared to a net 
financial source of $4.2 billion in the same 
period of 2006. 


Net financing activities down $19.8 billion 


The Government used this net financial source 
of $8.3 billion and a reduction in its cash 
balances of $11.4 billion to reduce its market 
debt by $19.8 billion by the end of August 
2007. The reduction in market debt was 
achieved largely through a reduction of 
treasury bills. The level of cash balances varies 
from month to month based on a number of 
factors including periodic large debt 
maturities, which can be quite volatile on a 
monthly basis. Cash balances at the end of 
August stood at $9.8 billion. 
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Table | 
Summary statement of transactions 
August April to August 
2006 2007 2006-07 2007-08 
($ millions) 
Budgetary transactions 
Revenues eran! 18,611 BA SEA 
Expenses 
Program expenses -14,342 -15,071 -71,828 -76,255 
Public debt charges -2,767 -2,629 -14,192 -14,189 
Budgetary balance (deficit/surplus) 472 911 TAQ2 8,677 
Non-budgetary transactions 744 654 -3,036 -353 
Financial source/requirement IAN) S65 4,156 8,324 
Net change in financing activities -1,006 4,849 -17,819 -19,765 
Net change in cash balances 210 6,414 -13,663 -11,441 
Cash balance at end of period 4,298 sili 
Note: Positive numbers indicate net source of funds. Negative numbers indicate net requirement for funds. 
Table 2 
Budgetary revenues 
August April to August 
2006 2007 Change 2006-07 2007-08 Change 
($ millions) (%) ($ millions) (%) 
Tax revenues 
Income taxes 
Personal income tax 8,683 8,868 P| 45,100 46,558 Sy 
Corporate income tax 1,938 2,197, 13.4 2, 14,998 232 
Other income tax 419 510 Daleg, lESsoS DAN 14.3 
Total income tax 11,040 ities) 4.8 57132 62,077 A] 
Excise taxes and duties 
Goods and services tax 2,279 2,616 14.8 13,144 12,945 -1.5 
Customs import duties 362 394 8.8 1,484 1,632 10.0 
Sales and excise taxes 879 859 -2.3 3,985 4,116 a8 
Air Travellers Security Charge 28 32 14.3 ee) 168 8.4 
Total excise taxes and duties 3,548 3,901 9.9 18,768 18,861 0.5 
Total tax revenues 14,588 15,476 6.1 77,900 82,538 6.0 
Employment Insurance premiums B210 1,128 -6.8 To 2 7,418 1.4 
Other revenues 1,783 2,007 126 8,000 9.165 14.6 
Total budgetary revenues 17,581 18,611 See) Che O12 6.3 


Note: Totals may not add due to rounding. 
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Table 3 
Budgetary expenses 
August April to August 
2006 2007 Change 2006-07 2007-08 Change 
($ millions) (%) ($ millions) (%) 
Transfer payments 
Transfers to persons 
Elderly benefits Puy) 2632 4.4 12,545 13,093 4.4 
Employment Insurance benefits 1,160 ied -2.5 5,485 5,708 4.1 
Children’s benefits 949 952 0.3 4,356 5,021 1533 
Total 4,631 4,715 1.8 22,386 23,822 6.4 
Transfers to other levels of government 
Support for health and 
other social programs 
Canada Health Transfer 1,679 ey 6.0 8,392 8,895 6.0 
Canada Social Transfer 709 734 3,0 3,542 5,97 10.6 
Total 2,388 2513 Sy 11,934 12,812 7.4 
Fiscal transfers 1,081 1,324 RS 5,504 6,010 9.2 
Canada’s cities and communities 306 0 n/a 306 386 26.1 
Early learning and child care 0 0 n/a 650 0 n/a 
Alternative Payments for 
Standing Programs -261 -262 0.4 -1,305 -1,260 -3.4 
Total 3,514 Bees) LAT. 17,089 17,948 5.0 
Subsidies and other transfers 
Agriculture and Agri-Food 89 129 44.9 alee! 436 os 
Foreign Affairs and International Trade 138 100 -27.5 845 FAS -15.4 
Health 82 33 -59.8 Ty ell 7 10.9 
Human Resources and 
Social Development 86 88 23 682 671 -1.6 
Indian Affairs and 
Northern Development 355 367 3.4 2,003 2,046 Zak 
Industry 224 DIES 0.4 747 783 48 
Other 35 504 1,340.0 Z.052 2,214 TS 
Total 1,009 1,446 43.3 7,465 7,682 29 
Total transfer payments 9,156 9,736 6.3 46,940 49,452 5.4 
Other program expenses 
Crown corporation expenses 
Canadian Broadcasting Corporation 118 105 -11.0 ays) 665 11.8 
Canada Mortgage and 
Housing Corporation 158 142 -10.1 798 758 -5.0 
Other 211 296 40.3 1,429 1,649 15.4 
Total 487 543 11.5 2,822 3,072 8.9 
Defence 1,344 1,416 5.4 6, 75 6,536 5.8 
All other departments and agencies S55 35376 0.6 15,891 17,195 8.2 
Total other program expenses 5,186 3.335 2.9 24,888 26,803 Ten 
Total program expenses 14,342 15,071 Sel 71,828 16.255 6.2 
Public debt charges 216). 2,629 -5.0 14,192 14,189 0.0 
Total budgetary expenses 17,109 17,700 3.) 86,020 90,444 Sal 


Note: Totals may not add due to rounding. 
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Table 4 
The budgetary balance and financial source/requirement 
August April to August 
2006 2007 2006-07 2007-08 
($ millions) 
Budgetary balance (deficit/surplus) 472 911 7,192 8,677 
Non-budgetary transactions 
Capital investing activities -114 -251 -413 -1,154 
Other investing activities -47 -72 417 68 
Pension and other accounts 1,358 2272 1,482 SS 
Other activities 
Accounts payable, receivables, accruals 
and allowances -1,625 -167 -7,287 a5. 20) 
Foreign exchange activities 932 651 1,579 2103 
Amortization of tangible capital assets 240 Pas 1,186 1,370 
Total other activities -453 TSS -4,522 -1,122 
Total non-budgetary transactions 744 654 -3,036 -353 
Net financial source/requirement 1,216 1565 4,156 8,324 
Note: Totals may not add due to rounding. 
Table 5 
Financial source/requirement and net financing activities 
August April to August 
2006 2007 2006-07 2007-08 
($ millions) 
Net financial source/requirement 1,216 1,565 4,156 8,324 
Net increase (+)/decrease (-) in financing activities 
Unmatured debt transactions 
Canadian currency borrowings 
Marketable bonds B05 3,745 1,620 10245 
Treasury bills -2,700 1,300 -13,800 -17,800 
Canada Savings Bonds -77 81 -379 -360 
Other -105 -] -1,015 -499 
Total 169 S25 -13,574 -17,414 
Foreign currency borrowings -945 pape -3,855 -175 
Total -776 5,348 -17,429 -17,589 
Cross-currency swap revaluation -121 -300 -121 -2,098 
Unamortized discounts on debt issues -102 -167 -223 0 
Obligations related to capital leases -7 -32 -46 -78 
Net change in financing activities -1,006 4,849 -17,819 -19,765 
Change in cash balance 210 6,414 - 13,663 lial 


Note: Totals may not add due to rounding. 
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Table 6 
Condensed statement of assets and liabilities 
March 31, 2007 August 31, 2007 Change 
($ millions) 
Liabilities 
Accounts payable, accruals and allowances 106,511 94,394 -12,117 
Interest-bearing debt 
Unmatured debt 
Payable in Canadian dollars 
Marketable bonds 257,482 2IOSLLE 1,245 
Treasury bills 134,074 116,274 -17,800 
Canada Savings Bonds Toes 14,815 -360 
Other 1,743 1,243 -500 
Subtotal 408,474 391,059 -17,415 
Payable in foreign currencies 10,372 10,197 -175 
Cross-currency swap revaluation account -1,091 -3,189 -2,098 
Unamortized discounts and premiums on market debt -6,659 -6,659 0 
Obligations related to capital leases 3,096 3,019 -78 
Total unmatured debt 414,192 394,427 -19,765 
Pension and other accounts 
Public sector pensions 134,726 [Shoo (2: 
Other employee and veteran future benefits 45,123 45,799 676 
Other pension and other accounts 5,214 25h 66 
Total pension and other accounts 185,060 186,914 1,854 
Total interest-bearing debt 599 252 581,342 -17,911 
Total liabilities 705,763 675,135 -30,028 
Financial assets 
Cash and accounts receivable 92,586 74,282 -18,304 
Foreign exchange accounts 44,178 41,415 -2,763 
Loans, investments and advances (net of allowances) 45,094 45,026 -68 
Total financial assets 181,858 1605725 S21 135 
Net debt 523,905 515,012 -8,893 
Non-financial assets 56,637 56,421 -216 
Federal debt (accumulated deficit) 467,268 458,591 -8,677 


Note: Totals may not add due to rounding. 
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Highlights \ S ny aay aw | 
September 2007: budgetary surplus of $0.7 billion NOAA Ryd 


There was a budgetary surplus of $0.7 billion in September 2007, compared to a sh Shion” 
deficit recorded in September 2006. Budgetary revenues were up $2.6 billion, or 15.0 per cent, 
due primarily to strong growth in income tax and non-tax revenues. Program expenses increased 
by $0.8 billion, or 5.2 per cent, reflecting increases in transfer payments. Public debt charges 
decreased by $0.2 billion. 


April to September 2007: budgetary surplus of $9.3 billion 


For the first six months of the 2007-08 fiscal year, the budgetary surplus is estimated at $9.3 billion, 
up $3.4 billion from the $5.9-billion surplus reported in the same period of 2006-07. Budgetary 
revenues increased by $8.5 billion, or 7.7 per cent, reflecting growth across all income streams, 
particularly income tax and non-tax revenues. Program expenses were up $5.2 billion, or 6.0 per cent, 
due to higher transfer payments and operating expenses of departments and agencies. Public debt 
charges were down $0.2 billion. 


The monthly results through September do not reflect the $4.8 billion in tax cuts announced in 
the October 30, 2007 Economic Statement that will take effect in 2007—08. These will be reflected 
over the remainder of the fiscal year. Specifically, measures retroactive to January 2007 

(the reduction of the lowest personal income tax rate from 15.5 per cent to 15 per cent and the 
increase in the basic personal amount to $9,600) will be reflected beginning with the October 2007 
Fiscal Monitor. 


September 2007 


There was a budgetary surplus of $0.7 billion ¢ Corporate income tax revenues rose 

in September 2007, compared to a $1.3-billion $0.2 billion, or 9.5 per cent, down from the 
deficit in September 2006. 23.2-per-cent gain recorded through August. 
Budgetary revenues increased by $2.6 billion, ¢ Other income tax revenues—withholdings 
or 15.0 per cent, to $19.7 billion. from non-residents—increased by 


$0.2 billion, or 83.5 per cent. Other income 
tax revenues can be volatile on a monthly 
basis, as they are determined in large part 
by corporate dividend payments. 


Personal income tax revenues increased by 
$1.0 billion, or 12.0 per cent, driven by strong 
growth in source deductions, which in turn 
reflects gains in employment and wages and 
salaries. Also, there was one more large 
processing day for payroll deductions in 
September 2007 than in September 2006. 
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¢ Excise taxes and duties were up $0.3 billion, 
or 9.1 per cent, due in large part to a 
$0.3-billion or 13.7-per-cent gain in goods 
and services tax (GST) revenues. 


¢ Employment Insurance (EI) premium 
revenues fell 4.8 per cent, consistent with 
the decline in the premium rate from 
$1.87 to $1.80 per $100 of insurable 
earnings, effective January |, 2007. 


¢ Other revenues, consisting of net profits 
from enterprise Crown corporations, 
revenues of consolidated Crown 
corporations, proceeds from the sales of 
goods and services, returns on investments, 
foreign exchange revenues and 
miscellaneous revenues, rose $0.8 billion, 
onG2; I pericent. 


Program expenses in September 2007 were 
$16.3 billion, up $0.8 billion or 5.2 per cent 
from September 2006, reflecting increases in 
transfer payments, which were partially offset 
by a decline in other program expenses of 
departments and agencies. 


Transfer payments were up $1.4 billion, or 
[2 epen cent 


* Major transfers to persons, consisting of 
elderly benefits, EI benefits and children’s 
benefits, were up $0.1 billion, or 1.4 per cent. 
Elderly benefits increased 3.7 per cent while 
EI benefits declined 2.8 per cent. Children’s 
benefits, which consist of the Canada Child 
Tax Benefit and the Universal Child Care 
Benefit (UCCB), were relatively stable. 


¢ Major transfers to other levels of 
government, consisting of federal transfers 
in support of health and other social 
programs (Canada Health Transfer and 
Canada Social Transfer), fiscal transfers, 
transfers to provinces on behalf of Canada’s 
cities and communities, and Alternative 
Payments for Standing Programs, were up 
$0.7 billion, or 20.9 per cent, reflecting 
Budget 2007 measures. 


¢ Subsidies and other transfers increased by 
$0.7 billion, or 42.4 per cent. 


Other program expenses consist of operating 
expenses of Crown corporations, departments 
and agencies, including National Defence, and 
also reflect the ongoing assessment of the 
Government’s liabilities. These expenses 
decreased by $0.6 billion, or 10.2 per cent, 
due in part to a one-time adjustment in 
September 2006 to reflect an under-accrual 

of pension costs in prior months. 


Public debt charges decreased by $0.2 billion. 


Revenues and expenses 
(April to September 2007) 


$ billions 
Revenues 
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April to September 2007 


Through the first six months of the 2007-08 
fiscal year, there was a budgetary surplus 
of $9.3 billion, up $3.4 billion from the 
$5.9-billion surplus reported during the 
same period of 2006-07. 


On a year-over-year basis, budgetary revenues 
increased by $8.5 billion, or 7.7 per cent, to 
$118.8 billion. 


¢ Personal income tax revenues rose 
$2.5 billion, or 4.6 per cent, reflecting growth 
in employment and wages and salaries, 
dampened by recent tax relief measures. 


¢ Corporate income tax revenues were up 
$3.0 billion, or 21.1 per cent, due to 
ongoing profitability of corporations. The 
exceptionally strong growth to date also 
reflects tax remittance patterns last year, 
when corporations on average underpaid their 
tax liabilities during the first part of the 
fiscal year, but then made up this difference 
with significant settlement payments in 
February and March 2007. As such, the 
high year-to-date growth rate of corporate 
receipts is expected to dissipate over the 
final three months of this fiscal year. 


Budgetary balance 
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¢ Other income tax revenues rose 
22.9 per cent, reflecting the ongoing 
strength in corporate profitability. 


* Excise taxes and duties increased by 
$0.4 billion, or 1.9 per cent. GST revenues 
rose $0.1 billion, or 0.9 per cent. Customs 
import duties increased by $0.2 billion, 
sales and excise taxes by $0.1 billion and 
revenues from the Air Travellers Security 
Charge by $15 million. 


¢ EI premium revenues were up $0.1 billion, 
or 0.7 per cent, as gains in employment and 
wages and salaries more than offset the 
decline in the premium rate from $1.87 
to $1.80 per $100 of insurable earnings, 
effective January 1, 2007. 


¢ Other revenues rose $2.0 billion, or 
21.4 per cent. 


Program expenses in the April to September 2007 
period were $92.5 billion, up $5.2 billion, or 
6.0 per cent, from the same period of 2006, 
reflecting an increase in transfer payments and 
operating expenses of departments and agencies. 


Federal debt 
(accumulated deficit) 
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Transfer payments increased by $3.9 billion, or 
7.0 per cent, 


¢ Major transfers to persons rose $1.5 billion, 
or 5.6 per cent. Elderly benefits increased 
by 4.3 per cent and EI benefits by 3.0 per 
cent. Children’s benefits were up 
$0.7 billion, reflecting transfers under the 
UCCB, which began in July 2006. 


¢ Major transfers to other levels of 
government were up $1.5 billion, or 
7.6 per cent, reflecting legislated increases 
in the Canada Health Transfer, Canada 
Social Transfer and Equalization. 


¢ Subsidies and other transfers were up 
$0.9 billion, or 9.9 per cent. 


Other program expenses increased by 
$1.3 billion, or 4.2 per cent. 


Public debt charges decreased by $0.2 billion, 
or 12] percent: 


Financial source of $13.4 billion for 
April to September 2007 


The budgetary balance is presented on a 

full accrual basis of accounting, recording 
government assets and liabilities when they are 
receivable or incurred, regardless of when the 
cash is received or paid. In contrast, the 
financial source/requirement measures the 
difference between cash coming in to the 
Government and cash going out. This measure 
is affected not only by changes in the 
budgetary balance but also by the cash 
source/requirement resulting from the 
Government’s investing activities through its 
acquisition of capital assets and its loans, 
financial investments and advances, as well as 
from other activities, including payment of 
accounts payable and collection of accounts 
receivable, foreign exchange activities, and 
the amortization of its tangible capital assets. 


The difference between the budgetary balance 
and financial source/requirement 1s recorded 
in non-budgetary transactions. 


With a budgetary surplus of $9.3 billion and 
a source of $4.0 billion from non-budgetary 
transactions, there was a net financial source 
of $13.4 billion in the April to September 2007 
period, compared to a net financial source of 
$3.1 billion in the same period of 2006. 


Net financing activities down $31.4 billion 


The Government used this net financial source 
of $13.4 billion and a reduction in its cash 
balances of $18.1 billion to reduce its market 
debt by $31.4 billion by the end of 

September 2007. The reduction in market 

debt was achieved largely through a reduction 
of treasury bills. The level of cash balances 
varies from month to month based on a 
number of factors including periodic large 
debt maturities, which can be quite volatile on 
a monthly basis. Cash balances at the end of 
September stood at $3.2 billion, slightly below 
last year’s level. 
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Table 1 
Summary statement of transactions 


September April to September 
2006 2007 2006—07 2007-08 


($ millions) 


Budgetary transactions 


Revenues 17,084 19,655 110,297 118,776 
Expenses 
Program expenses -15,481 -16,284 -87,309 -92,540 
Public debt charges -2,886 -2,707 -17,078 - 16,896 
Budgetary balance (deficit/surplus) -1,283 664 2,9 LO 9,340 
Non-budgetary transactions 1a, 4,389 -2,860 4,036 
Financial source/requirement -1,106 5,053 3,050 13376 
Net change in financing activities 292 -11,663 =k 527 -31,428 
Net change in cash balances -814 -6,610 -14,477 -18,052 
Cash balance at end of period 3,482 3,154 


Note: Positive numbers indicate net source of funds. Negative numbers indicate net requirement for funds. 


Table 2 
Budgetary revenues 
September April to September 
2006 2007 Change 2006-07 2007-08 Change 
($ millions) (%) ($ millions) (%) 
Tax revenues 
Income taxes 
Personal income tax S515 9,533 12.0 53,613 56,091 4.6 
Corporate income tax 22202 2,411 9.5 14,379 17,409 211 
Other income tax 261 479 83.5 ZATG 2,600 229 
Total income tax 10,976 12,423 ie 70,108 76,100 8.5 
Excise taxes and duties 
Goods and services tax 2,510 2,854 [3a 15,654 15,799 0.9 
Customs import duties 307 319 3.9 eS] L951 8.9 
Sales and excise taxes 873 855 -2.1 4,858 4,971 D8) 
Air Travellers Security Charge 28 30 TA 183 198 8.2 
Total excise taxes and duties Bens 4,058 9.1 22,486 22,919 ie 
Total tax revenues 14,694 16,481 ie? 92,594 99,019 6.9 
Employment Insurance premiums 1,046 996 -4.8 8,358 8,414 0.7 
Other revenues 1,344 2ATS 62.1 9,345 11,343 21.4 
Total budgetary revenues 17,084 19,655 15.0 110,297 118,776 Tied 


Note: Totals may not add due to rounding. 
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Table 3 
Budgetary expenses 


September April to September 
2006 2007. Change 2006-07 2007-08 Change 
($ millions) (%) ($ millions) (%) 
Transfer payments 
Transfers to persons 
Elderly benefits S| 2,645 Shi 15,096 15,738 4.3 
Employment Insurance benefits 988 960 -2.8 6,473 6,668 3.0 
Children’s benefits 976 972 -0.4 Soe 5,993 12.4 
Total 4,515 4,577 1.4 26,901 28,399 3.6 
Transfers to other levels of government 
Support for health and 
other social programs 
Canada Health Transfer 1,678 Lv 7s9 6.0 10,070 10,674 6.0 
Canada Social Transfer 708 932 31.6 4,250 4,849 14.1 
Total 2,386 Ol 13.6 14,320 V5,028 8.4 
Fiscal transfers Lh 1,266 14.0 6,613 UPPAKS 10.0 
Canada’s cities and communities 0 196 n/a 306 582 902 
Early learning and child care 0 0 n/a 650 0 n/a 
Alternative Payments for 
Standing Programs -261 -262 0.4 -1,566 -1,521 -2.9 
Total 3,236 Sy CAL 20.9 20,323 21,860 7.6 
Subsidies and other transfers 
Agriculture and Agri-Food 383 153 -60.1 782 589 -24.7 
Foreign Affairs and International Trade 138 259 84.8 983 970 -1.3 
Health 207 201 -2.9 946 1,018 7.6 
Human Resources and 
Social Development 146 140 -4.1 828 811 -2.1 
Indian Affairs and 
Northern Development 378 369 -2.4 2,381 2,415 1.4 
Industry 124 145 16.9 871 928 6.5 
Other 243 1,043 329.2 2295 257 41.9 
Total 1,619 2,306 42.4 9,086 9,988 98 
Total transfer payments 9370 10,794 2 56,310 60,247 7.0 
Other program expenses 
Crown corporation expenses 
Canadian Broadcasting Corporation 100 70 -30.0 695 {how 5.8 
Canada Mortgage and 
Housing Corporation 176 187 6.3 974 945 -3.0 
Other 281 286 1.8 1,710 1,935 132 
Total ap) 543 -2.5 3,379 3,615 HAW 
Defence 283 1,293 0.8 7,458 T5829 5.0 
All other departments and agencies 4,271 3,654 -14.4 20,162 20,849 3.4 
Total other program expenses Oriel 5,490 -10.2 30,999 32,293 4.2 
Total program expenses 15,481 16,284 52 87,309 92,540 6.0 
Public debt charges 2,886 2107 -6.2 17,078 16,896 -1.1 
Total budgetary expenses 18,367 18,991 3.4 104,387 109,436 4.8 


Note: Totals may not add due to rounding. 
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Table 4 
The budgetary balance and financial source/requirement 
September April to September 
2006 2007 2006-07 2007-08 
($ millions) 
Budgetary balance (deficit/surplus) -1,283 664 5,910 9,340 
Non-budgetary transactions 
Capital investing activities -411 -345 -824 -1,499 
Other investing activities -887 -868 -471 -800 
Pension and other accounts 1,074 2,164 Dee 4,019 
Other activities 
Accounts payable, receivables, accruals 
and allowances 368 1,459 -6,917 -3,796 
Foreign exchange activities -322 a2 L257, 4,475 
Amortization of tangible capital assets 595 267 1,540 [037 
Total other activities 401 3,438 -4,120 PLAN 
Total non-budgetary transactions 17 4,389 -2,860 4,036 
Net financial source/requirement -1,106 5,053 3,050 [35326 
Note: Totals may not add due to rounding. 
Table 5 
Financial source/requirement and net financing activities 
September April to September 
2006 2007 2006-07 2007-08 
($ millions) 
Net financial source/requirement -1,106 Syl eys) 3,050 Po 
Net increase (+)/decrease (-) in financing activities 
Unmatured debt transactions 
Canadian currency borrowings 
Marketable bonds -2,832 -4,662 -1,212 -3,417 
Treasury bills 3,200 -5,400 -10,600 -23,200 
Canada Savings Bonds -46 -37 -425 -397 
Other -114 -52 -1,129 -551 
Total 208 -10,151 -13,366 -27,565 
Foreign currency borrowings -75 -556 235929 -731 
Total 133 -10,707 -17,295 -28,296 
Cross-currency swap revaluation 118 -1,038 -3 -3,136 
Unamortized discounts on debt issues 38 96 -185 96 
Obligations related to capital leases 3 -14 -44 -92 
Net change in financing activities 292 -11,663 =i ooy -31,428 
Change in cash balance =814 -6,610 SERN -18,052 


Note: Totals may not add due to rounding. 
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Table 6 
Condensed statement of assets and liabilities 
March 31, 2007 September 30, 2007 Change 
($ millions) 
Liabilities 
Accounts payable, accruals and allowances 106,511 95,994 -10,517 
Interest-bearing debt 
Unmatured debt 
Payable in Canadian dollars 
Marketable bonds 257,482 254,065 -3,417 
Treasury bills 134,074 110,874 -23,200 
Canada Savings Bonds [5D 14,778 -397 
Other 1,743 1,192 -551 
Subtotal 408,474 380,909 -27,565 
Payable in foreign currencies LOR 72 9,641 -731 
Cross-currency swap revaluation account -1,091 -4,227 -3,136 
Unamortized discounts and premiums on market debt -6,659 -6,563 96 
Obligations related to capital leases 3,096 3,004 -92 
Total unmatured debt 414,192 382,764 -31,428 
Pension and other accounts 
Public sector pensions 134,726 136,085 [359 
Other employee and veteran future benefits 45,123 45,934 811 
Other pension and other accounts O71 7,060 1,849 
Total pension and other accounts 185,060 189,079 4,019 
Total interest-bearing debt 599,252 571,843 -27,410 
Total liabilities 705,763 667,837 -37,927 
Financial assets 
Cash and accounts receivable 92,586 67,812 -24,774 
Foreign exchange accounts 44,178 39,703 -4,475 
Loans, investments and advances (net of allowances) 45,094 45,894 800 
Total financial assets 181,858 153,409 -28,449 
Net debt 523,905 514,428 -9,478 
Non-financial assets 56,637 56,499 -138 
Federal debt (accumulated deficit) 467,268 457,929 -9,340 


Note: Totals may not add due to rounding. 
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Highlights 
October 2007: budgetary deficit of $2.7 billion 


There was a budgetary deficit of $2.7 billion in October 2007, compared to a surplus of 

$0.5 billion in October 2006. The October 2007 results include a $2.5-billion adjustment to 
revenues to include the cost to date of personal income tax measures announced in the 

October 30, 2007 Economic Statement. These measures consist of the reduction in the lowest 
personal income tax rate from 15.5 per cent to 15 per cent and the increase in the basic personal 
amount to $9,600, both effective January 1, 2007. Budgetary revenues were down $1.7 billion, 
as a decline in personal income tax revenues from this adjustment was partially offset by gains 
in corporate income tax revenues and other revenues. Program expenses increased by 

$1.7 billion, or 11.3 per cent, reflecting increases in transfer payments and departmental 
operating expenses. Public debt charges decreased by $0.1 billion. 


April to October 2007: budgetary surplus of $6.6 billion 


For the first seven months of the 2007—08 fiscal year, the budgetary surplus is estimated at 
$6.6 billion, up $0.2 billion from the $6.5-billion surplus reported in the same period of 
2006-07. Budgetary revenues increased by $6.8 billion, or 5.3 per cent, largely driven by strong 
growth in corporate income tax revenues and non-tax revenues. Program expenses were up 

$6.9 billion, or 6.8 per cent, due to higher transfer payments and departmental operating 
expenses. Public debt charges were down $0.3 billion. 


October 2007 processing day for payroll dedu¢tig ons inne 
There was a budgetary deficit of $2.7 billion October 2007 than in October Hoe. 
in October 2007, compared to a $0.5-billion * Corporate income tax revenues Rose 
surplus in October 2006. $0.3 billion, or 12.6 per cent, downs 


from the 21.1-per-cent gain recorded 


Budgetary revenues decreased by $1.7 billion, through September. 


or 9.2 per cent, to $16.6 billion. 
¢ Other income tax revenues—withholdings 
from non-residents—increased by 
$0.1 billion, or 15.6 per cent. 


¢ Personal income tax revenues decreased 
by $2.6 billion, or 29.2 per cent, reflecting 
the inclusion in the October 2007 results 


of $2.5 billion in personal income tax ¢ Excise taxes and duties decreased by 
reductions announced in the $0.1 billion, or 2.0-per cent, due in large 
October 30, 2007 Economic Statement part to a $0.2-billion, or 6.0-per-cent, 
pertaining to the January to October 2007 decline in goods and services tax 
period. In addition, there was one less large (GST) revenues. 
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¢ Employment Insurance (EI) premium 
revenues fell 4.8 per cent, consistent with 
the decline in the premium rate from 
$1.87 to $1.80 per $100 of insurable 
earnings, effective January 1, 2007. 


¢ Other revenues, consisting of net profits 
from enterprise Crown corporations, 
revenues of consolidated Crown 
corporations, proceeds from the sales of 
goods and services, returns on investments, 
foreign exchange revenues and 
miscellaneous revenues, rose $0.7 billion, 
or 33.2 per cent, reflecting a gain from 
the sale and leaseback of seven federal 
office properties. 


Program expenses in October 2007 were 
$16.5 billion, up $1.7 billion, or 11.3 per cent, 
from October 2006, reflecting increases in 
transfer payments, Crown corporation 
expenses and expenses of departments 

and agencies. 


Transfer payments were up $0.7 billion, 
Of /. dD) Percent: 


¢ Major transfers to persons, consisting 
of elderly, EI and children’s benefits, 
were up $0.1 billion, or 3.1 per cent. 
Elderly benefits increased by 6.4 per cent 
while EI benefits declined by 1.5 per cent. 
Children’s benefits, which consist of the 
Canada Child Tax Benefit and the Universal 
Child Care Benefit (UCCB), were 
unchanged. 


¢ Major transfers to other levels of 
government, consisting of federal transfers 
in support of health and other social 
programs (Canada Health Transfer and 
Canada Social Transfer), fiscal transfers, 
transfers to provinces on behalf of Canada’s 
cities and communities, and Alternative 
Payments for Standing Programs, were up 
$0.4 billion, or 11.5 per cent, reflecting 
Budget 2007 measures. 


¢ Subsidies and other transfers increased 
by $0.2 billion, or 12.1 per cent. 


Other program expenses consist of operating 
expenses of Crown corporations, departments 
and agencies, including National Defence, 
and also reflect the ongoing assessment of 
the Government’s liabilities. These expenses 
rose $1.0 billion, or 18.1 per cent, due in part 
to a one-time adjustment to reflect an 
under-accrual of pension and other benefit 
costs in prior months. 


Public debt charges decreased by $0.1 billion. 


April to October 2007 


Through the first seven months of the 2007—08 
fiscal year, there was a budgetary surplus 

of $6.6 billion, up $0.2 billion from the 

$6.5 billion surplus reported during the 

same period of 2006—07. 


On a year-over-year basis, budgetary revenues 
increased by $6.8 billion, or 5.3 per cent, to 
$135.3 billion. 


¢ Personal income tax revenues declined 
by $0.1 billion, or 0.1 per cent, reflecting 
the impact of tax relief measures retroactive 
to January 2007 announced in the 
October 30, 2007 Economic Statement. 


* Corporate income tax revenues were up 
$3.3 billion, or 19.9 per cent, reflecting 
ongoing profitability of corporations. 


Revenues and expenses 
(April to October 2007) 


$ billions 


Expenses 


El premiums 9.3 Subsidies and 


other transfers 


Public 
us debt charges 


1.9 
Other revenues 17.0 


_ Corporate 599 
income taxes 


Transfers to other 
Excise taxes ™ levels of gov't 


and duties 


33.2 Transfers 
to persons 


: Personal 623 
income taxes 


Other program 


ss expenses 


135.3 128.7 


The exceptionally strong growth to date also 
reflects tax remittance patterns last year, 
when corporations on average underpaid 
their tax liabilities during the first part of 
the fiscal year, but then made up this 
difference with significant settlement 
payments in February and March 2007. 
As such, the high year-to-date growth 
rate of corporate receipts is expected to 
dissipate over the final three months of 
this fiscal year. 


Other income tax revenues rose 
21.8 per cent, reflecting the ongoing 
strength in corporate profitability. 


Excise taxes and duties increased by 

$0.4 billion, or 1.3 per cent. GST revenues 
declined by $31 million, or 0.2 per cent. 
Customs import duties and sales and excise 
taxes were both up $0.2 billion, while 
revenues from the Air Travellers Security 
Charge increased by $16 million. 


EI premium revenues were up $12 million, 
or 0.1 per cent, as gains in employment 
and wages and salaries offset the decline 
in the premium rate from $1.87 to 

$1.80 per $100 of insurable earnings, 
effective January 1, 2007. 


Other revenues rose $2.7 billion, or 
23.4 per cent. 


Budgetary balance 
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Program expenses in the April to 

October 2007 period were $109.1 billion, 

up $6.9 billion, or 6.8 per cent, from the same 
period of 2006, reflecting an increase in 
transfer payments and operating expenses 

of departments and agencies. 


Transfer payments increased by $4.7 billion, 
On /-lapemcentr, 


Major transfers to persons were up 

$1.6 billion, or 5.2 per cent. Elderly benefits 
increased by 4.6 per cent and EI benefits 

by 2.3 per cent. Children’s benefits were up 
$0.7 billion, as transfers under the UCCB 
began part way through the 2006-07 fiscal 
year, in July 2006. 


Major transfers to other levels of 
government were up $1.9 billion, or 

8.1 per cent, reflecting legislated increases 
in the Canada Health Transfer, Canada 
Social Transfer and Equalization. 


Subsidies and other transfers were up 
$1.1 billion, or 10.3 per cent. 


Other program expenses increased by 
$2.3 billion, or 6.2 per cent. 


Public debt charges decreased by $0.3 billion, 
or 1.4 per cent, reflecting lower levels of 
unmatured debt. 


$ billions 
600 100 


500 


Federal debt 
(accumulated deficit) 


% of GDP 


| lal lear 
[_] left scale 


=—— right scale 


1996— 1998- 2000- 2002- 2004— 2006-— 
1997 1999 2001 2003 2005 2007 


Sources: Department of Finance and Statistics Canada. 


The Fiscal Monitor 


Financial source of $16.3 billion for 
April to October 2007 


The budgetary balance is presented on a full 
accrual basis of accounting, recording 
government assets and liabilities when they are 
receivable or incurred, regardless of when the 
cash is received or paid. In contrast, the 
financial source/requirement measures the 
difference between cash coming in to the 
Government and cash going out. This measure 
is affected not only by changes in the 
budgetary balance but also by the cash 
source/requirement resulting from the 
Government’s investing activities through its 
acquisition of capital assets and its loans, 
financial investments and advances, as well as 
from other activities, including payment of 
accounts payable and collection of accounts 
receivable, foreign exchange activities, and 
the amortization of its tangible capital assets. 
The difference between the budgetary balance 
and financial source/requirement is recorded 
in non-budgetary transactions. 


With a budgetary surplus of $6.6 billion and 
a source of $9.7 billion from non-budgetary 
transactions, there was a net financial source 
of $16.3 billion in the April to October 2007 
period, compared to a net financial source 

of $2.9 billion in the same period of 2006. 
The appreciation of the Canadian dollar in 
2007-08 is a significant factor in the increase 
in the financial source over last year. 


Net financing activities down $31.5 billion 


The Government used this net financial 
source of $16.3 billion and a reduction in its 
cash balances of $15.2 billion to reduce its 
market debt by $31.5 billion by the end of 
October 2007. The reduction in market debt 
was achieved largely through a reduction of 
treasury bills. The level of cash balances varies 
from month to month based on a number of 
factors including periodic large debt 
maturities, which can be quite volatile on a 
monthly basis. Cash balances at the end of 
October stood at $6.0 billion, $2.5 billion 
above last year’s level. 
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Table | 
Summary statement of transactions 
October April to October 
2006 2007 2006-07 2007-08 
($ millions) 
Budgetary transactions 
Revenues 18251 16,568 128,549 135,343 
Expenses 
Program expenses -14,851 -16,528 -102,158 -109,068 
Public debt charges -2,863 -2,760 -19,94] -19,656 
Budgetary balance (deficit/surplus) 37 -2,720 6,450 6,619 
Non-budgetary transactions -728 5,653 -3,590 9,688 
Financial source/requirement -19] 2,933 2,860 16,307 
Net change in financing activities 134 -120 -17,393 -31,548 
Net change in cash balances -57 2,813 -14,533 -15,241 
Cash balance at end of period 3,426 5,963 
Note: Positive numbers indicate net source of funds. Negative numbers indicate net requirement for funds. 
Table 2 
Budgetary revenues 
October April to October 
2006 2007 Change 2006-07 2007-08 Change 
($ millions) (%) ($ millions) (%) 
Tax revenues 
Income taxes 
Personal income tax ogisul 6,200 -29.2 62,364 62,291 -0.1 
Corporate income tax 2,256 2,541 12.6 16,635 19,950 19.9 
Other income tax 347 401 15.6 2,463 3,001 21.8 
Total income tax 11,354 9,142 -19.5 81,462 85,242 4.6 
Excise taxes and duties 
Goods and services tax 2,930 2,754 -6.0 18,584 [8553 -().2 
Customs import duties 334 346 3.6 DEAIPES 2,297 8.1 
Sales and excise taxes 710 791 11.4 5,568 5,762 575 
Air Travellers Security Charge 30 Sil Ces: 213 229 Tiss 
Total excise taxes and duties 4,004 3,922 -2.0 26,490 26,841 ie 
Total tax revenues 15,358 13,064 -14.9 107,952 112,083 3.8 
Employment Insurance premiums Bs) 874 -4.8 PAKS 9,288 Ost 
Other revenues L975 2,630 See jie val 13972 23.4 
Total budgetary revenues 18,251 16,568 -9.2 128,549 135,343 Bye) 


Note: Totals may not add due to rounding. 
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Table 3 
Budgetary expenses 


October April to October 
2006 2007 Change 2006-07 2007-08 Change 
($ millions) (%) ($ millions) (%) 
Transfer payments 
Transfers to persons 
Elderly benefits 2 Sys\h 2,683 6.4 aod 18,421 4.6 
Employment Insurance benefits [21 1,104 -1.5 7,594 TTP 23 
Children’s benefits 987 987 0.0 6319 6,980 10.5 
Total 4,629 4,774 31 Sylesnt] S3el73 52 
Transfers to other levels of government 
Support for health and 
other social programs 
Canada Health Transfer 1,678 1,799 Te 11,748 12,473 6.2 
Canada Social Transfer 708 832 ls 4,958 5,681 14.6 
Total 2,386 2.6311 10.3 16,706 18,154 8.7 
Fiscal transfers 1,097 1,210 10.3 7,709 8,486 10.1 
Canada’s cities and communities 0 13 n/a 306 595 94.4 
Early learning and child care 0 0 n/a 650 0 n/a 
Alternative Payments for 
Standing Programs -262 -264 0.8 -1,828 -1,785 -2.4 
Total Be 3,590 ii lees 23,543 25,450 8.1 
Subsidies and other transfers 
Agriculture and Agri-Food 265 116 -56.2 1,047 705 -32.7 
Foreign Affairs and International Trade 139 139 0.0 122 1,109 -1.2 
Health 108 136 pe) 1,053 1,154 9.6 
Human Resources and 
Social Development 114 166 45.6 942 O77 3a 
Indian Affairs and 
Northern Development 373 475 273 2,754 2,890 4.9 
Industry 246 198 -19.5 it7 126 0.8 
Other 453 673 48.6 2150 3,930 42.9 
Total 1,698 1,903 Wall 10,785 11,891 10.3 
Total transfer payments 9,548 10,267 15 65,858 70,514 7A 
Other program expenses 
Crown corporation expenses 
Canadian Broadcasting Corporation 69 75 8.7 764 810 6.0 
Canada Mortgage and 
Housing Corporation 209 181 -13.4 1,183 1126 -4.8 
Other 267 325 217 1,977 2,260 14.3 
Total 545 581 6.6 3,924 4,196 6.9 
Defence 1359 15995 46.8 8,817 9,824 11.4 
All other departments and agencies 3,399 3,685 8.4 23,559 24,534 4.1 
Total other program expenses 5,303 6,261 18.1 36,300 38,554 6.2 
Total program expenses 14,851 16,528 13 102,158 109,068 6.8 
Public debt charges 2,863 2,760 -3.6 19,941 19,656 -1.4 
Total budgetary expenses ae 19,288 8.9 122,099 128,724 5.4 


Note: Totals may not add due to rounding. 
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Table 4 
The budgetary balance and financial source/requirement 
October April to October 
2006 2007 2006-07 2007-08 
($ millions) 
Budgetary balance (deficit/surplus) 537, =) 7.20 6,450 6,619 
Non-budgetary transactions 
Capital investing activities -218 384 -1,042 SITS 
Other investing activities -1,314 -253 -1,785 -1,053 
Pension and other accounts 331 LEDS 2,886 5,142 
Other activities 
Accounts payable, receivables, accruals 
and allowances -308 2,340 =a -1,457 
Foreign exchange activities 2Bie) 2,274 1,792 6,749 
Amortization of tangible capital assets 246 -215 1,786 1,422 
Total other activities 473 4,399 -3,649 6,714 
Total non-budgetary transactions -728 5,653 -3,590 9,688 
Net financial source/requirement -191 2,933 2,860 16,307 
Note: Totals may not add due to rounding. 
Table 5 
Financial source/requirement and net financing activities 
October April to October 
2006 2007 2006-07 2007-08 
($ millions) 
Net financial source/requirement -19] 2,933 2,860 16,307 
Net increase (+)/decrease (-) in financing activities 
Unmatured debt transactions 
Canadian currency borrowings 
Marketable bonds 1,467 ae SIS) -3,388 
Treasury bills -1,300 1,600 -11,900 -21,600 
Canada Savings Bonds -45 -56 -470 -453 
Other -| -5 -1,130 -556 
Total 121 1,568 -13,245 -25,997 
Foreign currency borrowings -93 -855 -4,022 -1,586 
Total 28 aS -17,267 -27,583 
Cross-currency swap revaluation 129 -1,224 126 -4,360 
Unamortized discounts on debt issues -17 -93 -202 3 
Obligations related to capital leases -6 484 -50 392 
Net change in financing activities 134 -120 -17,393 -31,548 
Change in cash balance -57 2.ON3 =l4i2o> S| 


Note: Totals may not add due to rounding. 
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Table 6 
Condensed statement of assets and liabilities 
March 31, 2007 October 31, 2007 Change 
($ millions) 
Liabilities 
Accounts payable, accruals and allowances 106,511 100,175 -6,336 
Interest-bearing debt 
Unmatured debt 
Payable in Canadian dollars 
Marketable bonds 257,482 254,094 -3,388 
Treasury bills 134,074 112,474 -21,600 
Canada Savings Bonds evs We 14,721 -454 
Other 1,743 LS -556 
Subtotal 408,474 382,477 -25,997 
Payable in foreign currencies 10,372 8,786 -1,586 
Cross-currency swap revaluation account -1,091 -5,451 -4,360 
Unamortized discounts and premiums on market debt -6,659 -6,656 3 
Obligations related to capital leases 3,096 3,488 392 
Total unmatured debt 414,192 382,644 -31,548 
Pension and other accounts 
Public sector pensions 134,726 136,613 1,887 
Other employee and veteran future benefits 45,123 46,500 LS 
Other pension and other accounts BA 7,088 Sa 
Total pension and other accounts 185,060 190,202 5,142 
Total interest-bearing debt 599,252 572,845 -26,407 
Total liabilities 705,763 673,021 -32,742 
Financial assets 
Cash and accounts receivable 92,586 72,466 -20,120 
Foreign exchange accounts 44,178 37,429 -6,749 
Loans, investments and advances (net of allowances) 45,094 46,147 L053 
Total financial assets 181,858 156,042 -25,816 
Net debt 523,905 516,979 -6,926 
Non-financial assets 5O:037, 56,330 -307 
Federal debt (accumulated deficit) 467,268 460,649 -6,619 


Note: Totals may not add due to rounding. 


For additional copies or subscription inquiries, please contact the Distribution Centre at 613-995-2855. 
For other inquiries about this publication, contact Chris Forbes at 613-995-6391. 
Also available on the Internet (including advance tentative release dates) at www.fin.gc.ca. 
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Highlights 


November 2007: budgetary surplus of $0.1 billion 


There was a budgetary surplus of $0.1 billion in November 2007, compared to a surplus of 
$0.5 billion in November 2006. Budgetary revenues were up $0.7 billion, reflecting gains across 
the largest revenue streams, offset by a decline in non-resident withholding taxes resulting from 
a one-time gain recorded in November 2006. Program expenses increased by $1.0 billion, 

or 6.5 per cent, primarily reflecting higher transfer payments. Public debt charges increased 


by $0.1 billion. 


April to November 2007: budgetary surplus of $6.7 billion 


For the first eight months of the 2007—08 fiscal year, the budgetary surplus is estimated at 

$6.7 billion, down $0.2 billion from the $6.9-billion surplus reported in the same period of 
2006-07. Budgetary revenues increased by $7.5 billion, or 5.1 per cent, reflecting growth in 
nearly all revenue streams, particularly corporate income tax and other revenues. The results to 
date include the cost of personal income tax relief measures introduced in the October 30, 2007, 
Economic Statement pertaining to the January to November 2007 period, totalling $2.7 billion. 
These measures consist of the reduction in the lowest personal income tax rate from 

15.5 per cent to 15 per cent and the increase in the basic personal amount to $9,600, both 
effective January 1, 2007. Program expenses were up $7.9 billion, or 6.7 per cent, due to higher 
transfer payments and operating expenses of departments and agencies. Public debt charges were 


down $0.2 billion. 


November 2007 


There was a budgetary surplus of $0.1 billion 
in November 2007, compared to a $0.5-billion 
surplus in November 2006. 


On a year-over-year basis, budgetary revenues 
increased by $0.7 billion, or 3.9 per cent, to 
$19.2 billion. 


¢ Personal income tax revenues increased by 
$0.2 billion, or 2.5 per cent, as growth was 
dampened by tax relief introduced in the 
October 30, 2007, Economic Statement. 


* Corporate income tax revenues rose 
$0.3 billion, or 12.3 per cent. 


Eee Department of Finance Ministére des Finances 
Canada Canada 


¢ Other income tax revenues—withholdings 


from non-residents—fell by $0.4 billion, or 
42.6 per cent, reflecting a one-time-payment 
of $0.5 billion received in November 2006 
in respect of the sale of Canadian assets by 
a non-resident firm. 


Excise taxes and duties were up $0.4 billion, 
or 12.4 per cent. The increase was largely 
due to a $0.4-billion or 18.1-per-cent 
increase in goods and services tax (GST) 
revenues, following a decline of 6.0 per cent 
in GST revenues in October. 


Canada 


The Fiscal Monitor 


Customs import duties were down 

$4 million, sales and excise tax revenues 
increased by $10 million, and revenues from 
the Air Travellers Security Charge were 

$1 million lower. 


¢ Employment Insurance (EI) premium 
revenues were down 7.5 per cent, consistent 
with the decline in the premium rate from 
$1.87 to $1.80 per $100 of insurable 
earnings, effective January 1, 2007. 


¢ Other revenues, consisting of net profits 
from enterprise Crown corporations, 
revenues of consolidated Crown 
corporations, proceeds from the sales 
of goods and services, returns on 
investments, foreign exchange revenues 
and miscellaneous revenues, rose 
$0.2 billion, or 12.6 per cent. 


Program expenses in November 2007 were 
$16.3 billion, up $1.0 billion, or 6.5 per cent, 
from November 2006, primarily reflecting 
higher transfer payments. 


Transfer payments were up $0.8 billion, or 
8.4 per cent. 


¢ Major transfers to persons, consisting of 
elderly benefits, EI benefits and children’s 
benefits, were relatively stable. Elderly 
benefits increased 0.9 per cent and 
EI benefits increased 2.1 per cent. 
Children’s benefits, which consist of 
the Canada Child Tax Benefit and the 
Universal Child Care Benefit (UCCB), 
declined 1.8 per cent. 


¢ Major transfers to other levels of 
government, consisting of federal transfers 
in support of health and other social 
programs (Canada Health Transfer and 
Canada Social Transfer), fiscal transfers, 
transfers to provinces on behalf of Canada’s 
cities and communities, and Alternative 
Payments for Standing Programs, were up 
13.7 per cent, or $0.5 billion, reflecting 
Budget 2007 measures. 


¢ Subsidies and other transfers increased by 
$0.3 billion, or 18.5 per cent. 


Other program expenses consist of operating 
expenses of Crown corporations, departments 
and agencies, including National Defence, and 
also reflect the ongoing assessment of the 
Government’s liabilities. These expenses rose 
$0.2 billion, or 3.2 per cent. 


Public debt charges increased by $0.1 billion. 


April to November 2007 


Through the first eight months of the 2007-08 
fiscal year, there was a budgetary surplus of 
$6.7 billion, down $0.2 billion from the 
$6.9-billion surplus reported during the same 
period of 2006-07. 


On a year-over-year basis, budgetary revenues 
increased by $7.5 billion, or 5.1 per cent, to 
$154.5 billion. 


¢ Personal income tax revenues increased 
by $0.1 billion, or 0.2 per cent, reflecting 
$2.7 billion in tax relief measures 
retroactive to January 2007 announced in 
the October 30, 2007, Economic Statement. 


Revenues and expenses 
(April to November 2007) 


$ billions 
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¢ Corporate income tax revenues were up 
$3.6 billion, or 18.9 per cent, reflecting 
ongoing profitability of corporations. The 
exceptionally strong growth to date also 
reflects tax remittance patterns of 
corporations in the prior year, when 
corporations on average underpaid their tax 
liabilities during the first part of the fiscal 
year, but then made up this difference with 
significant settlement payments in February 
and March 2007. As such, the high year-to- 
date growth rate of corporate receipts is 
expected to dissipate over the final three 
months of this fiscal year. 


¢ Other income tax revenues rose $0.1 billion, 
Oba, sepcaccul. 


¢ Excise taxes and duties increased by 
$0.8 billion, or 2.7 per cent. GST revenues 
increased by $0.4 billion, or 2.0 per cent. 
Customs import duties and sales and excise 
tax revenues were both up $0.2 billion, 
while revenues from the Air Travellers 
Security Charge increased by $15 million. 


¢ EI premium revenues were down 
$50 million, or 0.5 per cent, reflecting 
the decline in the premium rate from $1.87 
to $1.80 per $100 of insurable earnings, 
effective January 1, 2007. 


Budgetary balance 
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Sources: Department of Finance and Statistics Canada. 


¢ Other revenues rose $2.9 billion, or 
21.9 per cent, boosted by a gain from 
the sale and leaseback of seven federal 
office properties. 


Program expenses in the April to 

November 2007 period were $125.4 billion, 
up $7.9 billion, or 6.7 per cent, from the same 
period of 2006, reflecting an increase in 
transfer payments, Crown corporation 
expenses and operating expenses of 
departments and agencies. 


Transfer payments increased by $5.5 billion, 
Of /e2 percent: 


¢ Major transfers to persons were up 
$1.7 billion, or 4.6 per cent. Elderly benefits 
increased 4.1 per cent and EI benefits 
increased 2.3 per cent. Children’s benefits 
were up $0.6 billion, as transfers under the 
UCCB began part way through the 2006—07 
fiscal year, in July 2006. 


¢ Major transfers to other levels of 
government were up $2.4 billion, or 
8.8 per cent, reflecting legislated increases 
in the Canada Health Transfer, Canada 
Social Transfer and Equalization. 


Federal debt 
(accumulated deficit) 
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¢ Subsidies and other transfers were up 
$1.4 billion, or 11.4 per cent. 


Other program expenses increased by 
$2.4 billion, or 5.8 per cent. 


Public debt charges decreased by $0.2 billion, 
or 0.8 per cent, reflecting lower unmatured 
debt levels. 


Financial source of $15.5 billion 
for April to November 2007 


The budgetary balance is presented on a full 
accrual basis of accounting, recording 
government assets and liabilities when they 
are receivable or incurred, regardless of when 
the cash is received or paid. In contrast, the 
financial source/requirement measures the 
difference between cash coming in to the 
Government and cash going out. This measure 
is affected not only by changes in the 
budgetary balance but also by the cash 
source/requirement resulting from the 
Government’s investing activities through its 
acquisition of capital assets and its loans, 
financial investments and advances, as well as 
from other activities, including payment of 
accounts payable and collection of accounts 
receivable, foreign exchange activities, and 
the amortization of its tangible capital assets. 
The difference between the budgetary balance 
and financial source/requirement is recorded 
in non-budgetary transactions. 


With a budgetary surplus of $6.7 billion and a 
source of $8.8 billion from non-budgetary 
transactions, there was a financial source of 
$15.5 billion in the April to November 2007 
period, compared to a financial source of 
$2.8 billion in the same period of 2006. 

The appreciation of the Canadian dollar in 
2007 is a significant factor in the increase in 
the financial source. 


Net financing activities down $24.7 billion 


The Government used this financial source 

of $15.5 billion and a reduction in its 

cash balances of $9.2 billion to reduce its 
market debt by $24.7 billion by the end of 
November 2007. The reduction in market debt 
was achieved largely through a reduction of 
treasury bills. The level of cash balances varies 
from month to month based on a number of 
factors including periodic large debt 
maturities, which can be quite volatile on a 
monthly basis. Cash balances at the end of 
November 2007 stood at $12.0 billion, 

$1.3 billion below their level at the end of 
November 2006. 
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Table | 
Summary statement of transactions 


November April to November 
2006 2007 2006-07 2007-08 


($ millions) 


Budgetary transactions 


Revenues 18,469 19,189 147,018 154,532 
Expenses 
Program expenses -15,298 -16,290 -117,456 -125,358 
Public debt charges -2,709 -2,814 -22,650 -22,470 
Budgetary balance (deficit/surplus) 462 85 6,912 6,704 
Non-budgetary transactions -553 -874 -4,143 8,814 
Financial source/requirement -9] -789 2,769 LS,518 
Net change in financing activities 10,010 6,858 -7,383 -24,690 
Net change in cash balances 9,919 6,069 -4,614 -9,172 
Cash balance at end of period 13,346 125055 


Note: Positive numbers indicate net source of funds. Negative numbers indicate net requirement for funds. 


Table 2 
Budgetary revenues 
November April to November 
2006 2007 Change 2006-07 2007-08 Change 
($ millions) (%) ($ millions) (%) 
Tax revenues 
Income taxes 
Personal income tax 8,717 8,938 2 71,081 IO, 0.2 
Corporate income tax 2,490 2,796 12:3 19125 22,746 18.9 
Other income tax 994 571 -42.6 3,457 BROUy 5 
Total income tax P2204 12305 0.9 93,663 97,547 4.1 
Excise taxes and duties 
Goods and services tax 2,452 2,896 18.1 21,036 21,449 2.0 
Customs import duties 304 300 -1.3 2,429 Zoo! 6.9 
Sales and excise taxes 833 843 12 6,401 6,605 52 
Air Travellers Security Charge 30 29 -3.3 243 258 6.2 
Total excise taxes and duties 3,619 4,068 12.4 30,109 30,909 pei 
Total tax revenues 15,820 16,373 Be. Ie a2 128,456 3.8 
Employment Insurance premiums 825 763 -7.5 10,101 10,051 -0.5 
Other revenues 1,824 2053 as 13,145 16,025 21.9 
Total budgetary revenues 18,469 19,189 oeo) 147,018 154,532 =| 


Note: Totals may not add due to rounding. 
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Table 3 
Budgetary expenses 


November April to November 
2006 2007 Change 2006-07 2007-08 Change 
($ millions) (%) ($ millions) (%) 
Transfer payments 
Transfers to persons 
Elderly benefits 2562 2,586 CW 20,179 21,007 4.1 
Employment Insurance benefits 1,041 1,063 251 8,635 8,835 De. 
Children’s benefits 1,000 982 -1.8 eae) 7962 8.8 
Total 4,603 4,631 0.6 36,133 37,804 4.6 
Transfers to other levels of government 
Support for health and 
other social programs 
Canada Health Transfer 1,679 1,804 7.4 13,427 14,277 6.3 
Canada Social Transfer 709 832 Wes: 5,667 6518 14.9 
Total 2,388 2,636 10.4 19,094 20,790 8.9 
Fiscal transfers eis 1,266 125 8,832 OZ 10.4 
Canada’s cities and communities 38 127 234.2 344 G22 1099 
Early learning and child care 0 0 n/a 650 0 n/a 
Alternative Payments for 
Standing Programs -227 -248 9.3 . -2,055 -2,033 -1.1 
Total 3,324 3,781 ie, 26,865 29,231 8.8 
Subsidies and other transfers 
Agriculture and Agri-Food 324 198 -38.9 on 903 -34.1 
Foreign Affairs and International Trade 189 iby es) -39.2 enh 1,224 -6.6 
Health 208 213 2.4 1,261 Shoe 8.4 
Human Resources and 
Social Development 136 119 -12.5 1,078 1,096 Las 
Indian Affairs and 
Northern Development 3150 370 5.4 3105 3,260 50 
Industry 155 110 -18.5 e252 1,236 -1.3 
Other 421 965 129.2 BMT 4,895 54.3 
Total 1,764 2,090 18.5 125551 13,981 11.4 
Total transfer payments 9,691 10,502 8.4 75,549 81,016 Ue 
Other program expenses 
Crown corporation expenses 
Canadian Broadcasting Corporation 126 58 -54.0 890 868 -2.5 
Canada Mortgage and 
Housing Corporation 72 170 -1.2 12355 1,296 -4.4 
Other 241 327 eT: 2,218 2,587 16.6 
Total 539 555 50 4,463 4,751 6.5 
Defence 1,435 1,516 5.6 10,252 11,340 10.6 
All other departments and agencies 3,033 3; la, 2S 27,192: 28,251 Sey 
Total other program expenses 5,607 5,788 5.2 41,907 44,342 5.8 
Total program expenses 15,298 16,290 6.5 117,456 1255358 6.7 
Public debt charges 2109 2,814 3.9 22,650 22,470 -0.8 
Total budgetary expenses 18,007 19,104 6.1 140,106 147,828 aS 


Note: Totals may not add due to rounding. 
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Table 4 
The budgetary balance and financial source/requirement 
November April to November 
2006 2007 2006-07 2007-08 
($ millions) 
Budgetary balance (deficit/surplus) 462 85 6,912 6,704 
Non-budgetary transactions 
Capital investing activities -247 -146 -1,289 -1,261 
Other investing activities -849 -125 -2,634 -1,178 
Pension and other accounts 498 -24 3,384 5,118 


Other activities 
Accounts payable, receivables, accruals 


and allowances 0 W212 -7,227 -245 
Foreign exchange activities -207 -1,988 1,585 4,761 
Amortization of tangible capital assets 252 197 2,038 Bolg 
Total other activities 45 -579 -3,604 6,135 

Total non-budgetary transactions -553 -874 -4,143 8,814 
Net financial source/requirement -9] -789 2,109 15,518 


Note: Totals may not add due to rounding. 


Table 5 
Financial source/requirement and net financing activities 
November April to November 
2006 2007 2006-07 2007—08 
($ millions) 
Net financial source/requirement -9] -789 2,769 LSS 
Net increase (+)/decrease (-) in financing activities 
Unmatured debt transactions 
Canadian currency borrowings 
Marketable bonds 35299 2,133 3,554 -1,255 
Treasury bills 8,200 4,600 -3,700 -17,000 
Canada Savings Bonds -1,338 -1,457 -1,808 -1,910 
Other -3 -143 al 133 -699 
Total 10,158 ail las) -3,087 -20,864 
Foreign currency borrowings 58 90 -3,964 -1,496 
Total 10,216 adie) -7,051 -22,360 
Cross-currency swap revaluation 92 1,774 218 -2,586 
Unamortized discounts on debt issues -285 -173 -487 -170 
Obligations related to capital leases -13 34 -63 426 
Net change in financing activities 10,010 6,858 -7,383 -24,690 
Change in cash balance 9,919 6,069 -4,614 -9,172 


Note: Totals may not add due to rounding. 


The Fiscal Monitor 


Table 6 
Condensed statement of assets and liabilities 
March 31, 2007 November 30, 2007 Change 
($ millions) 
Liabilities 
Accounts payable, accruals and allowances 106,511 1035135 -3,376 
Interest-bearing debt 
Unmatured debt 
Payable in Canadian dollars 
Marketable bonds 257,482 256,221 =i55 
Treasury bills 134,074 117,074 -17,000 
Canada Savings Bonds 15075 13.265 -1,910 
Other 1,743 1,044 -699 
Subtotal 408,474 387,610 -20,864 
Payable in foreign currencies LOZ 8,876 -1,496 
Cross-currency swap revaluation account -1,091 -3,677 -2,586 
Unamortized discounts and premiums on market debt -6,659 -6,829 -170 
Obligations related to capital leases 3,096 3,025 426 
Total unmatured debt 414,192 389,503 -24,690 
Pension and other accounts 
Public sector pensions 134,726 136,816 2,089 
Other employee and veteran future benefits 45,123 46,696 STZ 
Other pension and other accounts 521 6,668 1,457 
Total pension and other accounts 185,060 190,180 SELES 
Total interest-bearing debt 599,252 579,683 -19,570 
Total liabilities 705,763 682,818 -22,946 
Financial assets 
Cash and accounts receivable 92,586 80,285 -12,301 
Foreign exchange accounts 44.178 39,417 -4,761 
Loans, investments and advances (net of allowances) 45,094 46,272 1,178 
Total financial assets 181,858 L65:975 -15,883 
Net debt 523,905 516,843 -7,062 
Non-financial assets 56,637 56,279 -358 
Federal debt (accumulated deficit) 467,268 460,564 -6,704 


Note: Totals may not add due to rounding. 


For additional copies or subscription inquiries, please contact the Distribution Centre at 613-995-2855. 
For other inquiries about this publication, contact Chris Forbes at 613-995-6391. 
Also available on the Internet (including advance tentative release dates) at www.fin.gc.ca. 


Ce document est également offert en francais. 
January 2008 


Gove: (IRIENES 
Publications 


The Fiscal Monit 
A Publication of the Department of Finance 


Highlights 


we 


December 2007: budgetary surplus of $2.7 billion R's oi 
we 

There was a budgetary surplus of $2.7 billion in December 2007, ) See a surplus of 

$1.3 billion in December 2006. Budgetary revenues were up $3.1 billion, or 16.1 per cent, 

driven by growth in income tax and goods and services tax (GST) revenues. Program expenses 

increased by $1.9 billion, or 12.7 per cent, reflecting higher transfer payments and operating 


expenses of departments and agencies. Public debt charges were down $0.2 billion. 


April to December 2007: budgetary surplus of $9.4 billion 


For the first nine months of the 2007—08 fiscal year, the budgetary surplus is estimated at 

$9.4 billion, up $1.2 billion from the $8.2-billion surplus reported in the same period of 
2006-07. Budgetary revenues increased by $10.6 billion, or 6.4 per cent, reflecting gains 
across most revenue streams, particularly corporate income tax and other revenues. The results 
to date include personal income tax relief measures for 2007 introduced in the October 2007 
Economic Statement. These measures consist of the reduction in the lowest personal income tax 
rate from 15.5 per cent to 15 per cent and the increase in the basic personal amount to $9,600, 
both effective January 1, 2007. Program expenses were up $9.8 billion, or 7.4 per cent, due to 
higher transfer payments and operating expenses of departments and agencies. Public debt 
charges were down $0.4 billion, reflecting reductions in market debt. 


An update of the 2007—08 budgetary surplus projection is provided in Budget 2008. 


December 2007 ¢ Corporate income tax revenues rose 

by $1.3 billion, or 39.2 per cent, boosted 
by year-end settlement payments for the 
2007 tax year. 


¢ Other income tax revenues—withholdings 
from non-residents—rose by $0.2 billion, 
or 49.0 per cent. 


There was a budgetary surplus of $2.7 billion 
in December 2007, compared to a $1.3-billion 
surplus in December 2006. 


Budgetary revenues increased by $3.1 billion, 
or 16.1 per cent, to $22.3 billion. 


; BETO AI INC OW: tax revenues increased by ¢ Excise taxes and duties were up $0.5 billion, 
ie) eylincin, Bo etc on as theriax ue or 18.9 per cent. The increase was largely 
introduced in the October 2007 Economic due to a $0.4-billion, or 24.0-per-cent, 
Statement was more than offset by growth 
in employment and wages and salaries 
and by the inclusion of one more large 
processing day for payroll deductions in 
December 2007 than in December 2006. 


increase in GST revenues, reflecting strong 
domestic collections. Customs import duties 
increased by $29 million, sales and excise 
tax revenues by $0.1 billion, and revenues 
from the Air Travellers Security Charge 

by $8 million. 


Note: Unless otherwise noted, changes in financial results are presented on a year-over-year basis. 
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¢ Employment Insurance (EI) premium 
revenues were down 6.5 per cent, consistent 
with the decline in the premium rate from 
$1.87 to $1.80 per $100 of insurable 
earnings, effective January 1, 2007. 


* Other revenues, consisting of net profits 
from enterprise Crown corporations, 
revenues of consolidated Crown 
corporations, proceeds from the sales 
of goods and services, returns on 
investments, foreign exchange revenues 
and miscellaneous revenues, rose by 
$0.4 billion, or 24.7 per cent. 


Program expenses in December 2007 were 
$17.0 billion, up $1.9 billion, or 12.7 per cent, 
from December 2006, reflecting higher 
transfer payments and operating expenses 

of departments and agencies. 


Transfer payments were up $1.4 billion, 
or 14.1 per cent. 


¢ Major transfers to persons, consisting of 
elderly benefits, EI benefits and children’s 
benefits, increased by $0.1 billion, or 
2.3 per cent. Elderly benefits increased 
by 4.8 per cent while EI benefits decreased 
by 2.3 per cent. Children’s benefits, which 
consist of the Canada Child Tax Benefit 
and the Universal Child Care Benefit 
(UCCB), increased by 1.1 per cent. 


¢ Major transfers to other levels of 
government, consisting of federal transfers 
in support of health and other social 
programs (the Canada Health Transfer 
and Canada Social Transfer), fiscal 
transfers, transfers to provinces on behalf 
of Canada’s cities and communities, 
and Alternative Payments for 
Standing Programs, were up 
$0.2 billion, or 4.5 per cent, reflecting 
Budget 2007 measures. 


¢ Subsidies and other transfers increased 
by $1.1 billion, or 69.0 per cent. This 
mainly reflects an increase in payments to 
provinces related to the historic investment 
in infrastructure announced in Budget 2007 
and to provincial offshore revenue funds, 
as well as the announced $0.6 billion for 
new agriculture programs under Growing 
Forward, the new policy framework 
for Canada’s agriculture, agri-food and 
agri-based products industry. 


Other program expenses consist of operating 
expenses of Crown corporations, departments 
and agencies, including National Defence, 
and also reflect the ongoing assessment of 
the Government’s liabilities. These expenses 
rose by $0.5 billion, or 10.0 per cent. 


Public debt charges decreased by $0.2 billion. 


April to December 2007 


Through the first nine months of the 
2007-08 fiscal year, there was a budgetary 
surplus of $9.4 billion, up $1.2 billion from 
the $8.2-billion surplus reported in the same 
period of 2006-07. 


Revenues and expenses 
(April to December 2007) 


$ billions 


Revenues 


El premiums 10.7 i 
16.7 Subsidies and 
“other transfers 


Public 
a debt charges 


Other revenues 22.3). 


_ Corporate 574 
income taxes 


32.9 Iransfers to other 
Excise taxes ™ levels of gov't 


and duties 


42.6 lransfers 
to persons 


Personal 
: 82.1 
income taxes 
Other program 
expenses 


50.2 


176.9 167.5 
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Budgetary revenues increased by $10.6 billion, 


or 6.4 per cent, to $176.9 billion. 


¢ Personal income tax revenues increased 
by $0.8 billion, or 1.0 per cent, reflecting 
$2.9 billion in tax relief measures 
retroactive to January |, 2007 announced 
in the October 2007 Economic Statement. 


* Corporate income tax revenues were up 
$4.9 billion, or 21.9 per cent. Part of the 
exceptionally strong growth to date reflects 


tax remittance patterns last fiscal year, when 


many corporations on average underpaid 
their tax liabilities during the first part of 
the fiscal year, but then made significant 
settlement payments in February and 
March 2007. As such, the year-over-year 
growth in corporate receipts is expected to 
slow in the final months of this fiscal year. 


¢ Other income tax revenues rose by 
$0.3 billion, or 8.1 per cent. 


¢ Excise taxes and duties increased by 
$1.3 billion, or 4.1 per cent. GST revenues 
increased by $0.9 billion, or 3.7 per cent. 
Customs import duties increased by 
$0.2 billion, sales and excise tax revenues 
by $0.3 billion, and revenues from the Air 
Travellers Security Charge by $23 million. 


Budgetary balance 

$ billions % of GDP 

30 6 
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Sources: Department of Finance and Statistics Canada. 


* EI premium revenues were down 
$0.1 billion, or 0.9 per cent, reflecting 
the decline in the premium rate from 
$1.87 to $1.80 per $100 of insurable 
earnings, effective January 1, 2007. 


* Other revenues rose by $3.3 billion, or 
22.2 per cent, boosted by a gain from 
the sale and leaseback of seven federal 
office properties. 


Program expenses for April to December 2007 
were $142.4 billion, up $9.8 billion or 

7.4 per cent from the same period of 2006, 
reflecting an increase in transfer payments, 
Crown corporation expenses and operating 
expenses of departments and agencies. 


Transfer payments increased by $6.8 billion, 
or 8.0 per cent. 


¢ Major transfers to persons were up 
$1.8 billion, or 4.4 per cent. Elderly benefits 
increased by 4.2 per cent and EI benefits 
by 1.8 per cent. Children’s benefits were 
up $0.7 billion, as transfers under the 
UCCB began part way through the 
2006-07 fiscal year, in July 2006. 


Federal debt 
(accumulated deficit) 


$ billions % of GDP 
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¢ Major transfers to other levels of 
government were up $2.5 billion, or 
8.3 per cent, reflecting legislated growth 
in the Canada Health Transfer, as well as 
increases to the Canada Social Transfer and 
Equalization introduced in Budget 2007 as 
part of the Government’s package to restore 
fiscal balance in Canada. 


¢ Subsidies and other transfers were up 
$2.5 billion, or 18.0 per cent, mainly 
reflecting increases in payments related 
to the historic investment in infrastructure 
announced in Budget 2007 and to provincial 
offshore revenue funds. 


Other program expenses increased by 
$3.0 billion, or 6.3 per cent. 


Public debt charges decreased by $0.4 billion, 
or 1.4 per cent, reflecting lower unmatured 
debt levels. 


Financial source of $16.3 billion 
for April to December 2007 


The budgetary balance is presented on a full 
accrual basis of accounting, recording 
government assets and liabilities when they 
are receivable or incurred, regardless of when 
the cash is received or paid. In contrast, the 
financial source/requirement measures the 
difference between cash coming in to the 
Government and cash going out. This measure 
is affected not only by changes in the 
budgetary balance but also by the cash 
source/requirement resulting from the 
Government’s investing activities through 

its acquisition of capital assets and its loans, 
financial investments and advances, as well 
as from other activities, including payment of 
accounts payable and collection of accounts 
receivable, foreign exchange activities, and the 
amortization of its tangible capital assets. The 
difference between the budgetary balance and 
financial source/requirement is recorded in 
non-budgetary transactions. 


With a budgetary surplus of $9.4 billion and 
a source of $6.9 billion from non-budgetary 
transactions, there was a financial source of 
$16.3 billion for April to December 2007, 
compared to a financial source of $4.0 billion 
for the same period of 2006. The increase in 
the financial source is due in part to the 
appreciation of the Canadian dollar in 2007. 
It also reflects the personal income tax relief 
measures introduced in the October 2007 
Economic Statement, which are retroactive 
to January 1, 2007, but which will primarily 
affect cash balances when individuals file 
their income tax returns for 2007. 


Net financing activities down $31.9 billion 


The Government used this financial source 
of $16.3 billion and a reduction in its cash 
balances of $15.7 billion to reduce its market 
debt by $31.9 billion by the end of December 
2007. The reduction in market debt was 
achieved largely through a reduction of 
treasury bills. The level of cash balances 
varies from month to month based on a 
number of factors including periodic large 
debt maturities, which can be quite volatile on 
a monthly basis. Cash balances at the end 

of December 2007 stood at $5.6 billion, 

$1.5 billion above their level at the end 

of December 2006. 
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Table | 
Summary statement of transactions 


December April to December 
2006 2007 2006-07 2007-08 


($ millions) 


Budgetary transactions 


Revenues 19,246 22,346 166,264 176,878 
Expenses 
Program expenses al5,127 -17,041 -132,583 -142,399 
Public debt charges -2,827 -2,640 -25,477 -25,110 
Budgetary balance (deficit/surplus) 1292 2,665 8,204 9,369 
Non-budgetary transactions -65 -1,899 -4,208 6,915 
Financial source/requirement OF 766 3,996 16,284 
Net change in financing activities -10,504 -7,246 -17,887 -31,936 
Net change in cash balances -9,277 -6,480 -13,891 -15,652 
Cash balance at end of period 4,067 DO 


Note: Positive numbers indicate net source of funds. Negative numbers indicate net requirement for funds. 


Table 2 
Budgetary revenues 
December April to December 
2006 2007. Change 2006-07 2007-08 Change 
($ millions) (%) ($ millions) (%) 
Tax revenues 
Income taxes 
Personal income tax 10,163 10,836 6.6 81,244 82,065 1.0 
Corporate income tax B 325 4,629 5 22,450 LASS DAD 
Other income tax 402 599 49.0 3,859 4,171 8.1 
Total income tax 13,890 16,064 i Seg) 107,553 113,611 5.6 
Excise taxes and duties 
Goods and services tax 1,841 PDE 24.0 22,05 1 23,132 a9! 
Customs import duties 25 280 11.6 2,680 2,011 TA 
Sales and excise taxes 778 847 8.9 Fle 9 Teh dD, 3.8 
Air Travellers Security Charge DS) 33 a 2:0) 268 291 8.6 
Total excise taxes and duties 2,895 3,443 18.9 33,004 34,352 AN 
Total tax revenues 16,785 19,507 16.2 140,557 147,963 35 
Employment Insurance premiums 739 691 -6.5 10,840 10,742 -0.9 
Other revenues Pye: 2,148 24.7 14,867 hs lve Paint 
Total budgetary revenues 19,246 22,346 16.1 166,264 176,878 6.4 


Note: Totals may not add due to rounding. 
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Table 3 
Budgetary expenses 


December April to December 
2006 2007 Change 2006-07 2007-08 Change 
($ millions) (%) ($ millions) (%) 
Transfer payments 
Transfers to persons 
Elderly benefits 2,566 2,690 4.8 22,745 23,697 4.2 
Employment Insurance benefits 1,130 1,104 -2.3 DIOS a) 1.8 
Children’s benefits 985 996 ia 8,304 8,958 7.9 
Total 4.681 4,790 3 40,814 42,594 4.4 
Transfers to other levels of government 
Support for health and 
other social programs 
Canada Health Transfer 1,678 1,794 6.9 15,105 16,071 6.4 
Canada Social Transfer 708 834 es O375 7,347 152 
Total 2,386 2,628 10.1 21,480 23,418 9.0 
Fiscal transfers 1125 eZee 12.4 9,955 LL One, 104 
Canada’s cities and communities 204 0 -100.0 548 722 S158 
Early learning and child care 0 0 n/a 650 0 n/a 
Alternative Payments for 
Standing Programs -226 -248 aT 285 2,291 00 
Total 3,489 3,645 4.5 30,352 32,876 8.3 
Subsidies and other transfers 
Agriculture and Agri-Food 330 803 143.3 170 1,706 0.3 
Foreign Affairs and International Trade 265 263 -0.8 eau) 1,487 -5.6 
Health 138 14 -19.6 399 1,478 5.6 
Human Resources and 
Social Development 108 130 20.4 1,186 1,226 3.4 
Indian Affairs and 
Northern Development 451 43] -4.4 Bs 50 3,691 3.8 
Industry 266 244 -8.3 1,518 1,480 -2.5 
Other 60 TS2 EWS 33 3,235 5,647 74.6 
Total 1,618 2,734 69.0 14,171 hOy7US 18.0 
Total transfer payments 9,788 Lig leo 14.1 Soo 92,185 8.0 
Other program expenses 
Crown corporation expenses 
Canadian Broadcasting Corporation 56 59 5.4 946 O27 -2.0 
Canada Mortgage and 
Housing Corporation Iai LF, 14.2 [e510 1,473 -2.5 
Other 360 450 25,0 2,518 3037 17.8 
Total Syfl| 686 20.1 5,034 5,437 8.0 
Defence 15375 1,505 9.5 11,627 12,845 10.5 
All other departments and agencies 3,393 3,681 8.5 30,585 SH BY 4.4 
Total other program expenses 5,309 872 10.0 47,246 50,214 6.3 
Total program expenses spl ba) 17,041 W287 132,583 142,399 7.4 
Public debt charges 2 OL) 2,640 -6.6 25.477 25,110 -1.4 
Total budgetary expenses 17,954 19,681 9.6 158,060 167,509 6.0 


Note: Totals may not add due to rounding. 
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Table 4 
The budgetary balance and financial source/requirement 
December April to December 
2006 2007 2006-07 2007-08 
($ millions) 
Budgetary balance (deficit/surplus) 1,292 2,665 8,204 9,369 
Non-budgetary transactions 
Capital investing activities -283 -264 -1,572 1520 
Other investing activities 1,680 -395 -954 -1,573 
Pension and other accounts 469 265 3,853 5,383 


Other activities 
Accounts payable, receivables, accruals 


and allowances -1,771 -1,502 -8,998 -1,747 
Foreign exchange activities -380 16 1,205 4,777 
Amortization of tangible capital assets 220 -19 2,258 1,600 
Total other activities -1,931 -1,505 -5,535 4,630 

Total non-budgetary transactions -65 -1,899 -4,208 OW 1S 
Net financial source/requirement L227 766 3,996 16,284 


Note: Totals may not add due to rounding. 


Table 5 
Financial source/requirement and net financing activities 
December April to December 
2006 2007 2006-07 2007-08 
($ millions) 
Net financial source/requirement 127 766 3,996 16,284 
Net increase (+)/decrease (-) in financing activities 
Unmatured debt transactions 
Canadian currency borrowings 
Marketable bonds -8,642 -6,203 -5,088 -7,458 
Treasury bills -3,200 -1,300 -6,900 -18,300 
Canada Savings Bonds -69 -28 -1,877 -1,938 
Other -27 0 -1,160 -699 
Total -11,938 Spee -15,025 -28,395 
Foreign currency borrowings 26 39) -3,938 -1,097 
Total =O =7 32 -18,963 -29,492 
Cross-currency swap revaluation 1a ky By, -303 13335 -2,889 
Unamortized discounts on debt issues 297 189 -190 19 
Obligations related to capital leases -6 0 -69 426 
Net change in financing activities -10,504 -7,246 -17,887 -31,936 
Change in cash balance ede -6,480 -13,891 =15,692 


Note: Totals may not add due to rounding. 
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Table 6 
Condensed statement of assets and liabilities 
March 31, 2007 December 31, 2007 Change 
($ millions) 
Liabilities 
Accounts payable, accruals and allowances 106,511 101,484 -5,027 
Interest-bearing debt 
Unmatured debt 
Payable in Canadian dollars 
Marketable bonds 257,482 250,024 -7,458 
Treasury bills 134,074 115,774 -18,300 
Canada Savings Bonds | Bc Lie e237, -1,938 
Other 1,743 1,044 -699 
Subtotal 408,474 380,078 -28,395 
Payable in foreign currencies LOS 72 EAT -1,097 
Cross-currency swap revaluation account -1,091 -3,980 -2,889 
Unamortized discounts and premiums on market debt -6,659 -6,640 19 
Obligations related to capital leases 3,096 o,520 426 
Total unmatured debt 414,192 382.250 -31,936 
Pension and other accounts 
Public sector pensions 134,726 137,069 2,343 
Other employee and veteran future benefits 45,123 46,892 1,769 
Other pension and other accounts S211 6,482 L274 
Total pension and other accounts 185,060 190,443 Dot) 
Total interest-bearing debt 599,252 572,700 -26,553 
Total liabilities 705,763 674,183 -31,580 
Financial assets 
Cash and accounts receivable 92,586 13.656 -18,930 
Foreign exchange accounts 44,178 39,401 -4,777 
Loans, investments and advances (net of allowances) 45,094 46,667 1573 
Total financial assets 181,858 159,724 -22,134 
Net debt 523,905 514,459 -9,446 
Non-financial assets 56,637 56,562 -75 
Federal debt (accumulated deficit) 467,268 457,897 -9,369 


Note: Totals may not add due to rounding. 
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Highlights 


January 2008: budgetary surplus of $0.6 billion 


There was a budgetary surplus of $0.6 billion in January 2008, compared to a surplus of 

$2.4 billion in January 2007. Budgetary revenues were down $0.9 billion, or 3.9 per cent, due in 
part to lower personal income tax and goods and services tax (GST) revenues. Program expenses 
increased by $1.0 billion, or 5.6 per cent, reflecting higher transfer payments and operating 
expenses of departments and agencies. Public debt charges were down slightly. 


April 2007 to January 2008: budgetary surplus of $10.0 billion 


For the first 10 months of the 2007—08 fiscal year, the budgetary surplus is estimated at 

$10.0 billion, down $0.6 billion from the $10.6-billion surplus reported in the same period of 
2006-07. The results to date reflect the impact of personal income tax relief measures introduced 
in the October 2007 Economic Statement. These measures consist of the reduction in the lowest 
personal income tax rate from 15.5 per cent to 15 per cent and the increase in the basic personal 
amount to $9,600, both retroactive to January 1, 2007. Budgetary revenues increased by 

$9.7 billion, or 5.2 per cent, reflecting gains across most revenue streams, particularly corporate 
income tax and other revenues. Program expenses were up $10.8 billion, or 7.2 per cent, due 

to higher transfer payments and operating expenses of departments and agencies. Public debt 
charges were down $0.4 billion, reflecting reductions in market debt. 


January 2008 


There was a budgetary surplus of $0.6 billion 
in January 2008, compared to a $2.4-billion 
surplus in January 2007. 


Budgetary revenues fell $0.9 billion, or 
3.9 per cent, to $21.5 billion. 


¢ Personal income tax revenues fell 
$0.6 billion, or 6.2 per cent, as the tax relief 
introduced in the October 2007 Economic 
Statement led to a reduction 1n collections. 


* Corporate income tax revenues rose 
$0.6 billion, or 20.5 per cent. 


* Other income tax revenues—withholdings 
from non-residents—fell $0.2 billion, or 
LOS per cent: 


¢ Excise taxes and duties were down 


$1.0 billion, or 21.4 per cent, largely due 

to lower GST and sales and excise tax 
revenues. GST revenues fell $0.5 billion, or 
16.5 per cent, as a result of the 1-percentage- 
point reduction in the GST rate to 5 per cent 
effective January 1, 2008. Sales and excise 
tax revenues decreased by $0.6 billion, or 
43.7 per cent, due to a temporary gain in 
revenues last year resulting from the 
one-time charge on duty deposit refunds 
under the Canada-United States Softwood 
Lumber Agreement. Customs import duties 
increased by $0.1 billion and revenues from 
the Air Travellers Security Charge were 

$2 million higher. 


Note: Unless otherwise noted, changes in financial results are presented on a year-over-year basis. 
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¢ Employment Insurance (EI) premium 
revenues were down 0.7 per cent, consistent 
with the decline in the premium rate from 
$1.80 to $1.73 per $100 of insurable 
earnings, effective January 1, 2008. 


* Other revenues, consisting of net profits 
from enterprise Crown corporations, 
revenues of consolidated Crown 
corporations, proceeds from the sales of 
goods and services, returns on investments, 
foreign exchange revenues and 
miscellaneous revenues, rose $0.4 billion, 
Ole 2. ope cent: 


Program expenses in January 2008 were 
$18.1 billion, up $1.0 billion, or 5.6 per cent, 
from January 2007, reflecting higher transfer 
payments and operating expenses of 
departments and agencies. 


Transfer payments were up $0.3 billion, or 
2.) PeImcent. 


¢ Major transfers to persons, consisting of 
elderly, EI and children’s benefits, increased 
by $0.2 billion, or 3.3 per cent. Elderly 
benefits increased by 7.4 per cent while 
EI benefits decreased 0.8 per cent. 
Children’s benefits, which consist of the 
Canada Child Tax Benefit and the Universal 
Child Care Benefit (UCCB), were 
down slightly. 


¢ Mayor transfers to other levels of 
government, consisting of federal transfers 
in support of health and other social 
programs (Canada Health Transfer and 
Canada Social Transfer), fiscal transfers, 
transfers to provinces on behalf of Canada’s 
cities and communities, and Alternative 
Payments for Standing Programs, were up 
$0.4 billion, or 11.5 per cent, reflecting 
Budget 2007 measures. 


¢ Subsidies and other transfers decreased 
by $0.2 billion, or 7.8 per cent. 


Other program expenses consist of operating 
expenses of Crown corporations, departments 
and agencies, including National Defence, and 


also reflect the ongoing assessment of the 
Government’s liabilities. These expenses rose 
by $0.6 billion, or 11.6 per cent. 


Public debt charges were down slightly. 


April 2007 to January 2008 


Through the first 10 months of the 2007—08 
fiscal year, there was a budgetary surplus of 
$10.0 billion, down $0.6 billion from the 
$10.6-billion surplus reported during the 
same period of 2006-07. 


Budgetary revenues increased by $9.7 billion, 
or 5.2 per cent, to $198.4 billion. 


¢ Personal income tax revenues increased 
by only $0.2 billion, or 0.2 per cent, 
reflecting $3.1 billion in tax relief 
measures announced in the October 2007 
Economic Statement. 


¢ Corporate income tax revenues were up 
$5.5 billion, or 21.8 per cent. Part of the 
exceptionally strong growth to date reflects 
tax remittance patterns last fiscal year, when 
many corporations on average underpaid 
their tax liabilities during the first part of 
the fiscal year, but then made significant 
settlement payments in February and 
March 2007. As such, the year-over-year 
growth in corporate receipts 1s expected to 
slow in the final months of this fiscal year. 


Revenues and expenses 
(April 2007 to January 2008) 


$ billions 
El premiums < Expenses a 
oo. 19.5 Subsidies and 
Other revenues other transfers 
97.9 Public 
Corporate debt charges 


income taxes 
26.6 Transfers to other 
Excise taxes ™ levels of gov't 
and duties 


4.0 lransfers 
to persons 


Other program 
expenses 


Personal 
income taxes 


56.4 


198.4 188.4 


Other income tax revenues rose $0.2 billion, 


Gio. PemCent. 


Excise taxes and duties increased by 

$0.3 billion, or 0.9 per cent. GST revenues 
increased by $0.3 billion, or 1.3 per cent. 
Customs import duties increased by 

$0.3 billion, sales and excise tax revenues 
fell by $0.3 billion, and revenues from the 
Air Travellers Security Charge increased 
by $25 million. 
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Transfer payments increased by $7.2 billion, 
or 7.4 per cent. 


* Major transfers to persons increased by 


$2.0 billion, or 4.2 per cent. Elderly benefits 


increased by 4.5 per cent and EI benefits 
by 1.4 per cent. Children’s benefits were up 
$0.6 billion, as transfers under the UCCB 
began part way through the 2006-07 fiscal 
year, in July 2006. 


¢ Major transfers to other levels of 


government were up $2.9 billion, or 

8.6 per cent, reflecting legislated growth 

in the Canada Health Transfer, as well as 
increases to the Canada Social Transfer and 
Equalization introduced in Budget 2007 as 
part of the Government’s package to restore 
fiscal balance in Canada. 


¢ EI premium revenues were down 
$0.1 billion, or 0.9 per cent, reflecting 
the declines in the premium rate to 
$1.80 per $100 of insurable earnings 
effective January 1, 2007, and to 
$1.73 effective January 1, 2008. 


¢ Other revenues rose $3.7 billion, or 
22.2 per cent, boosted by a gain from the 
sale and leaseback of seven federal office 
properties. 


¢ Subsidies and other transfers were up 
$2.3 billion, or 13.4 per cent, mainly 
reflecting increases in payments related 
to the historic investment in infrastructure 
announced in Budget 2007 and hig 
transfers to Newfoundland and La 
and Nova Scotia under the 
Offshore Accords. 


Program expenses for April 2007 to 
January 2008 were $160.5 billion, up 

$10.8 billion, or 7.2 per cent, from the same 
period the previous year, reflecting higher 
transfer payments, Crown corporation 
expenses and operating expenses of 
departments and agencies. 


Budgetary balance Federal debt 
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Other program expenses increased by 
$3.6 billion, or 6.8 per cent. 


Public debt charges decreased by $0.4 billion, 
or 1.4 per cent, reflecting lower unmatured 
debt levels. 


Financial source of $14.9 billion for 
April 2007 to January 2008 


The budgetary balance is presented on a 

full accrual basis of accounting, recording 
government assets and liabilities when they 
are receivable or incurred, regardless of when 
the cash is received or paid. In contrast, the 
financial source/requirement measures the 
difference between cash coming in to the 
Government and cash going out. This 
measure 1s affected not only by changes in 
the budgetary balance but also by the cash 
source/requirement resulting from the 
Government’s investing activities through 

its acquisition of capital assets and its loans, 
financial investments and advances, as well as 
from other activities, including payment of 
accounts payable and collection of accounts 
receivable, foreign exchange activities, and the 
amortization of its tangible capital assets. 

The difference between the budgetary balance 
and financial source/requirement is recorded 
in non-budgetary transactions. 


With a budgetary surplus of $10.0 billion and 
a source of $5.0 billion from non-budgetary 
transactions, there was a financial source of 
$14.9 billion for April 2007 to January 2008, 
compared to a financial source of $6.3 billion 
in the same period of 2006—07. The increase 
in the financial source 1s due in part to the 
appreciation of the Canadian dollar in 2007. 
It also reflects the personal income tax relief 
measures introduced in the October 2007 
Economic Statement, which are retroactive 

to January |, 2007, but which will primarily 
affect cash balances when individuals file their 
income tax returns for 2007. 


Net financing activities down $32.1 billion 


The Government used this financial source 

of $14.9 billion and a reduction in its cash 
balances of $17.2 billion to reduce its 

market debt by $32.1 billion by the end of 
January 2008. The reduction in market debt 
was achieved largely through a reduction of 
treasury bills. The level of cash balances 
varies from month to month based on a 
number of factors including periodic large 
debt maturities, which can be quite volatile on 
a monthly basis. Cash balances at the end of 
January 2008 stood at $4.0 billion, $0.4 billion 
above their level at the end of January 2007. 
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Table | 
Summary statement of transactions 


January April to January 
2007 2008 2006-07 2007-08 


($ millions) 


Budgetary transactions 


Revenues 22,360 21,483 188,624 198,363 
Expenses 
Program expenses -17,128 -18,089 -149,711 - 160,488 
Public debt charges -2,835 -2,802 -28,312 -27,912 
Budgetary balance (deficit/surplus) Dray 592 10,601 9263 
Non-budgetary transactions -46 -1,930 -4,254 4,985 
Financial source/requirement Pe P| -1,338 6,347 14,948 
Net change in financing activities -2,838 -193 -20,725 -32,129 
Net change in cash balances -487 -1,531 -14,378 -17,181 
Cash balance at end of period 18 4,023 


Note: Positive numbers indicate net source of funds. Negative numbers indicate net requirement for funds. 


Table 2 
Budgetary revenues 
January April to January 
2007 2008 Change 2006-07 2007-08 Change 
($ millions) (%) ($ millions) (%) 
Tax revenues 
Income taxes 
Personal income tax L027 9,617 -6.2 91,501 91,682 0.2 
Corporate income tax 2,911 BOOM, 20.5 25301 30,882 218 
Other income tax 822 662 -19.5 4,681 4,833 yp) 
Total income tax 13,990 IB ASO -1.5 121,543 127397, 4.8 
Excise taxes and duties 
Goods and services tax 3,174 DO) -16.5 26,051 26,383 [es 
Customs import duties we Say Zak Danse BOR, 2 
Sales and excise taxes 1,326 746 -43.7 8,505 8,198 -3.6 
Air Travellers Security Charge oe) 29 7.4 205 320 8.5 
Total excise taxes and duties 4,804 3,778 -21.4 37,808 38,130 0.9 
Total tax revenues 18,794 17,564 -6.5 1593351 165,527 3.9 
Employment Insurance premiums 1,894 1,880 -0.7 12,734 12,622 -0.9 
Other revenues 1.672 2,039 219 16,539 20,214 2232 
Total budgetary revenues 22,360 21,483 -3.9 188,624 198,363 Ss 


Note: Totals may not add due to rounding. 
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Table 3 
Budgetary expenses 


January April to January 
2007 2008 Change 2006-07 2007-08 Change 
($ millions) (%) ($ millions) (%) 
Transfer payments 
Transfers to persons 
Elderly benefits 200 RIK! 7.4 255335 26,479 4.5 
Employment Insurance benefits 1,623 1,610 -0.8 11,388 11,549 1.4 
Children’s benefits 999 994 -0.5 9,303 9,952 7.0 
Total 5,212 5,386 Se) 46,026 47,980 4.2 
Transfers to other levels of government 
Support for health and 
other social programs 
Canada Health Transfer 1,678 1,798 IZ 16,783 17,869 6.5 
Canada Social Transfer 708 833 17S. 7,083 8,180 L535 
Total 2,386 2,631 10.3 23,866 26,049 9.1 
Fiscal transfers 1,140 1,281 12.4 15093 12258 10.9 
Canada’s cities and communities 0) iS n/a 548 736 34.3 
Early learning and child care 0 0 n/a 650 0 n/a 
Alternative Payments for 
Standing Programs -227 -249 Oe) -2,508 -2,530 0.9 
Total 3,299 3,678 BS 33,649 36,553 8.6 
Subsidies and other transfers 
Agriculture and Agri-Food 556 216 -61.2 225m oz -14.8 
Foreign Affairs and International Trade 834 595 -28.7 2,410 2,082 -13.6 
Health 204 232 SG 1,603 1,710 Oa 
Human Resources and 
Social Development Loy, 278 41.1 E385 1,504 8.7 
Indian Affairs and 
Northern Development 373 369 -1.1 3,929 4,060 Shs) 
Industry 147 110 -25.2 1,665 1,590 -4.5 
Other 749 1,021 36.3 3,986 6,669 67.3 
Total 3,060 DIA) -7.8 17,233 19,537 13.4 
Total transfer payments Sie 11,885 Oe 96,908 104,070 Ve 
Other program expenses 
Crown corporation expenses 
Canadian Broadcasting Corporation 96 59 -38.5 1,042 986 -5.4 
Canada Mortgage and 
Housing Corporation 205 PAG! 2.9 EIAs) 1,684 -1.8 
Other 294 232 -21.1 2,012 3,269 13.8 
Total 595 502 -15.6 5.029 5,939 BED 
Defence 1,422 1,603 L237 13,049 14,448 LOgh 
All other departments and agencies 3,540 4,099 15.8 54,125 36,03 1 556 
Total other program expenses so 6,204 11.6 52,803 56,418 6.8 
Total program expenses 17,128 18,089 536 149,711 160,488 dee 
Public debt charges BERS 2,802 -1.2 28.312 27,912 -1.4 
Total budgetary expenses 19,963 20,891 4.6 178,023 188,400 5.8 


Note: Totals may not add due to rounding. 
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Table 4 
The budgetary balance and financial source/requirement 
January April to January 
_ 2007 2008, 2006-07 _ 2007-08 
($ millions) 
Budgetary balance (deficit/surplus) 2307 592 10,601 9,963 
Non-budgetary transactions 
Capital investing activities -177 -303 -1,749 -1,828 
Other investing activities =X 4) -1,506 -974 -3,079 
Pension and other accounts -157 -1,348 3,696 4,035 
Other activities 
Accounts payable, receivables, accruals 
and allowances 1,589 2,096 -7,409 349 
Foreign exchange activities -1,487 -1,157 -282 3,620 
Amortization of tangible capital assets 206 288 2,464 1,888 
Total other activities 308 1207, -5,227 Sew! 
Total non-budgetary transactions -46 -1,930 -4,254 4,985 
Net financial source/requirement eo -1.338 6,347 14,948 
Note: Totals may not add due to rounding. 
Table 5 
Financial source/requirement and net financing activities 
January April to January 
2007 2008 2006-07 2007-08 
($ millions) 
Net financial source/requirement Pipe -1,338 6,347 14,948 
Net increase (+)/decrease (-) in financing activities 
Unmatured debt transactions 
Canadian currency borrowings 
Marketable bonds 25120 168 -2,968 -7,290 
Treasury bills -5,700 -1,500 -12,600 -19,800 
Canada Savings Bonds -74 -19 -1,951 -1,957 
Other 0 0 -1,160 -699 
Total -3,654 alo -18,679 -29,746 
Foreign currency borrowings 507 Zoe -3,431 -875 
Total -3,147 -1,129 -22,110 -30,621 
Cross-currency swap revaluation 96 656 1,431 -2,233 
Unamortized discounts on debt issues 219 297 29 316 
Obligations related to capital leases -6 -17 -75 409 
Net change in financing activities -2,838 -193 -20,725 -32,129 
Change in cash balance ABT cle elt -17,181 


Note: Totals may not add due to rounding. 
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Table 6 
Condensed statement of assets and liabilities 7 
March 31, 2007 January 31, 2008 Change 
($ millions) 
Liabilities 
Accounts payable, accruals and allowances 106,511 104,731 -1,780 
Interest-bearing debt 
Unmatured debt 
Payable in Canadian dollars 
Marketable bonds 257,482 250,192 -7,290 
Treasury bills 134,074 114,274 -19,800 
Canada Savings Bonds Se: [32.19 -1,957 
Other 1,743 1,044 -699 
Subtotal 408,474 378,728 -29,746 
Payable in foreign currencies 10,372 9,497 -875 
Cross-currency swap revaluation account -1,091 -3,324 -2,233 
Unamortized discounts and premiums on market debt -6,659 -6,343 316 
Obligations related to capital leases 3,096 3,505 409 
Total unmatured debt 414,192 382,063 -32,129 
Pension and other accounts 
Public sector pensions 134,726 136,260 1,534 
Other employee and veteran future benefits 45,123 47,089 1,966 
Other pension and other accounts Sy All| 5,746 BB) 
Total pension and other accounts 185,060 189,094 4,035 
Total interest-bearing debt 599252 SESS -28,095 
Total liabilities 705,763 675,889 -29,874 
Financial assets 
Cash and accounts receivable 92.586 T27S -19,311 
Foreign exchange accounts 44,178 40,558 -3,620 
Loans, investments and advances (net of allowances) 45,094 48,173 3,079 
Total financial assets 181,858 162,006 -19,852 
Net debt 523,905 513,883 -10,022 
Non-financial assets 56,637 56,577 -60 
Federal debt (accumulated deficit) 467,268 457,306 -9,963 


Note: Totals may not add due to rounding. 
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